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E. L. MORRIS, 
Clerk of the Committee. 


ORDER OF REFERENCE 


Houser oF CoMMons, 
Turspay, 6th March, 1928. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 
appointment of the Select Standing Committees of the House, be amended b 
adding to the Select Standing Committees of the House for the present sessio 
a Select Standing Committee on Railways and Shipping, owned, operated and 
controlled by the Government, to which will be referred the accounts and t: 
estimates of the Canadian National Railways and the Canadian Government 
Merchant Marine for the present session, for consideration and for report to th 
House, provided, however, that nothing in this resolution shall be construed 

curtail in any way the full right of discussion in Committee of Supply; and 

that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin, — 
Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, McLean 

(Melfort), Milne, Power and Stevens. ra 

Attest. ARTHUR BEAUCHESNE, 

; Clerk of the House. 


| Ber 


Ordered,—-That the said Committee be empowered to examine and inqui 
into all such matters and things as may be referred to them by the House; and ~ 
to report from time to time their observations and opinions thereon, with power — 
to send for persons, papers and records. a 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


Wenpnespay, March 21, 1928. 


Ordered,—That the preliminary statement of the Accounts of the Canadian 
National Railways for the year 1927, laid on the Table of the House on Tuesday, 
March 6, 1928, be referred to the Select Standing Committee on Railways an 
Shipping. 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


Tuurspay, March 22, 1928. ; 

Ordered,—That 500 copies of the minutes of proceedings and evidence take 

before the said Committee be printed from day to day, or as required, for th 

use of members of the Committee and the House, and that Standing Order 6 
be suspended in relation thereto. 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


THurspay, March 22, 1928. _ 
Ordered,—That the said Committee be given leave to sit while the House 


is In session. 


Attest. ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tuurspay, March 22, 1928. ‘ : 
Ordered—That the Supplementary Estimates, 1927-28 (Railways and 
Canadian Government Merchant Marine, Limited), be referred to the said 

Committee. ° 
Attest. ARTHUR BEAUCHESNE, — 
Clerk of the House. 


iv 


‘REPORTS OF THE COMMITTEE 


SS First REPORT 
ia Tuurspay, March 22, 1928. 


he Select Standing Committee on’ Railways and Shipping, owned, operated 
trolled by the Government, beg leave to present the following as their 
st Report. Your Committee recommend to the House that 500 copies of 

minutes of proceedings and evidence be printed from day to day, or as 
ed, for the use of members of the Committee and the House, and that 
ding Order-64 be suspended in relation thereto. 


All of which is respectfully submitted. 


W. T. GOODISON, Esg., 
. Chairman. 


Seconp REPORT 
Tuurspay, March 22, 1928. 


e Select Standing Committee on Railways and Shipping, owned, operated 

ontrolled by the. Government, beg leave to present the following as their 

nd Report. Your Committee recommend that they be given leave to sit 
the House is in session. 


All of which is respectfully submitted. 


. ; W. T. GOODISON, Esq., 
Chairman. 


MINUTES OF PROCEEDINGS _ 
Room 429, Housz or Commons, 
Tuurspay, March 22, 1928. 


The Committee met at 11 o’clock a.m., the following members of th 
Committee present: 


Messieurs: Bell (St. Antoine), Cantley, Drayton, Duff, Dunning, Fiset 
Goodison, Jelliff, Jenkins, McLean (Melfort), Milne, Power, and Stevens—13. 


The hour for opening the meeting having arrived Mr. Dunning said that 
he assumed the first business would be the election of a chairman. 


Mr. McLean (Melfort) moved, seconded by Mr. Duff, that Mr. Goodison 


be Chairman of the Committee. 
Motion put by the Clerk of the Committee and agreed to. 


Mr. Goodison on being declared elected as Chairman assumed his place — 
to preside over the meeting. 


The Chairman suggested that he thought it would be advisable to have 
the matters of printing of the proceedings and evidence arranged at that time. 


Mr. Duff moved, seconded by Mr. Cantley— 


That the Committee recommend to the House that 500 copies of the 
minutes of proceedings and evidence taken, be printed from day to day or as 
required, for the use of members of the Committee and the House, and that 
Standing Order 64 be suspended in relation thereto. Motion carried. ; 


Some discussion followed with regard to asking for leave to sit while the 
House is in session. It was finally decided that it would be advisable to have 
leave granted, so that if necessary the Committee could sit at any hour without 
further reference to the House; accordingly, , 


Sir Eugene Fiset moved, seconded by Mr. Milne— 


That the Committee recommend to the House that they be given leave to 
sit while the House is in session. Motion carried. ' 


Sir Henry Thornton, and a number of his official staff were in attendance; 
also representatives from the Department of Railways. 


The Chairman stated that it had been the usual procedure to hear from 
Sir Henry Thornton at the opening of the deliberations of the Committee, and 
have him give his statement. He would therefore have much pleasure on 
calling upon Sir Henry to give the Committee his statement. 


Sir Henry Thornton thereupon proceeded to make his statement, which _ 
was followed by questions and general discussion. Several items were dis- _ 
cussed and progress made as shown by evidence taken, which follows. 


It being near one o’clock reference was made as to when the next meeting 
of the Committee would be held. Some of the members were in favour of. 
meeting the next day, others, not until after the Easter adjournment. Finally 
the latter opinion prevailed, and on motion of Sir Henry Drayton it was 
decided to meet after the adjournment, at the call of the Chair. 


Meeting adjourned to the call of the Chair. 


Eo. MORRIS, 
Clerk of the Committee. 


‘ 
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MINUTES OF EVIDENCE 


CommitTrEen Room 429, 
Howuse or Commons, 
. Tuurspay, March 22, 1928. 


The Select Standing Committee on Railways and Shipping met at Et 
Yelock a.m., the Chairman, Mr. W. T. Goodison, presiding. : 

The Cuarrman: ‘The usual procedure is to hear from Sir Henry Thornton 
the opening of our deliberations and have him give us his statement. I have 
much pleasure in calling upon Sir Henry (Thornton) to give us his statement. 

Sir Henry Tyornton: Mr. Chairman and gentlemen: you have before 
ou a pamphlet which represents the financial and other operations of the rail- 
_ ways for the past year. The figures included in that report speak for themselves 
and require very little further explanation. 

I may say, however, that there are two things to which I would like to 
call attention. First, the figures which have been presented to you exclude the 
erations of the Central Vermont) Railway which, because of a disastrous 
flood which occurred in the autumn of last year, is now in re¢eivership. 
- Secondly, there is likewise excluded from the main account of the Canadian 
- National Railways the operations of the Eastern Lines, so called, which are 
neluded in a separate account and will be found in the pamphlet which you 
S he before you. The Eastern Lines: have only existed as a separate entity from 

uly Ist. ( Roky 
The railway during the past vear has experienced an increase of $3,200,000, 
in round figures, in gross earnings, a good deal of which was in freight revenues. 
That represents a relatively small increase compared with the total amount, 
and was largely due to the fact that because of the early autumn and the late 
crop a good deal of the grain which ordinarily would move in the latter part 
of the year did not move, and that is moving this year, so we will be benefited 
to that extent this year. 

Expenses, increased about $9,000,000. Practically all of that is found’in 
the increased expenses chargeable: to Maintenance of Way and Structures and 
the increased expenses chargeable to Transportation. A large factor in the 
increase in expenses was the wage increases which were granted during the year 
and which may be roughly said to approximate something like 7 per cent, 
and with respect to which some forecast was given when we met a year ago. 
‘he administration of the railway does not begrudge that increase, which we 
think was fair and reasonable, having regard to the general wage situation in 
Canada and in the United States, and the progressively improved showing 
ich the railway has made for the past five years. However, it did affect 
the operations this year to an amount represented by about $4,500,000. 

The operations of the railway were further adversely. affected by a reduction 
. freight rates which accounts for about $1,500,000. With respect to that we 
ave nothing to say other than that the proposed reductions were duly con- 
ered by the Railway Commission, were duly argued, all interested parties 
resented their points of view, and the Railway Commission has made a decision. 
have nothing more to say— 

Mr. Cantiey: You are referring to the decreases apart from the Eastern 
eh: 


: {Sir Henry Thornton.] 
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Sir Henry Tuornton: Oh yes, quite. We did not include that—that is 
water over the dam, but those two items taken together somewhat more than 
account for a reduction of $5,790,000-in net. Having regard to the increased 
wages and the decrease in gross revenue chargeable to Reduced Revenue, the 
showing may not be considered an unsatisfactory one. 

Our situation from a financial point of view was almost precisely that of 
the Canadian Pacific Railway. They experienced a decrease of $4,530,000, 
which curiously enough represents the same percentage of decrease that the 
Canadian National Railways experienced. Our operating ratio rose from 81.09 
to 83.59, the C.P.R. rose from 77.3 to 80.35. In other words, the financial 
experiences of both roads were more or less the same. ; 

Commencing on July ist, the Maritime Freight Rates Act came into being 
and that part of the railway east of Levis was separated for financial purposes 
from the rest of the railway, and separate accounts have been kept in connection | 
therewith. All of that will be found in the report) which you have in your 
hand. That which relates to the Eastern Lines is printed in yellow. 

I have nothing further to add, Mr. Chairman, but I venture this suggestion, 
which I think we followed last year. We have prepared a statement analyzing 
the different increases in expenses divided into the major sub-divisions of 
accounts. I suggest that each member of the Committee be furnished with a 
copy of that which will enable the members to examine it, after which anyone 
can ask any question they like. I think that will eliminate a lot of unnecessary 
discussion, and, at the same time, give the Committee complete information to 
intelligently discuss any question which may come to their mind. We have 
sufficient copies for the Committee, if that is agreeable. We followed that 
practice last year. Instead of going through all the accounts item by item and 
point by point, which involved a good deal of unnecessary time, a statement 
was given to each member of the Committee, and at a subsequent meeting 
questions were asked which occurred to the different members of the Committee 
who wanted illumination on any particular point. Is it the wish of the Com- 
mittee that the same course be followed this year? 


Mr. McLean (Melfort): It was very satisfactory last year, and I do not 
see why it should not work again this year. 

Hon. Mr. Srevens: It certainly will always help to have a summarized 
statement, Sir Henry (Thornton) and no doubt your staff has been able to 
summarize this, but it does not preclude any questions which anyone may desire 
to ask. : 

Sir Henry-THornton: No, far from it. We will welcome any questions any 
one likes to ask. For instance, without this a great many questions might be 
asked to which, if this analysis were looked over, an answer might be found. 

Hon. Mr. Dunnina: I think they might be distributed. They contain extra 
information at all events. f 

The CuatrMAN: Will you deal with the analysis now, Sir Henry (Thornton) ? 

Sir Henry THornron: Just as the Committee wishes. 

The CuatrMan: Members of the Committee, you have heard Sir Henry’s 
(Thornton) general statement. If there are any questions arising out of that 
statement, perhaps you had better ask them now. d 

Hon. Mr. Stevens: I find myself at once, Sir Henry (Thornton) faced with 
one slight difficulty. For instance, I have a desire to ask about this funded 
debt, but I am unable to find it in the abbreviated report. 

Hon. Mr. Dunnine: That is only an operating analysis, Mr. Stevens. ‘ 

Sir Henry Tuornton: What you have here is an analysis of operating 
expenses. ‘The larger booklet which you have gives all of the accounts, the 


capitalization, the income account, and everything else. This (indicating 
(Sir Henry Thornton.] 
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1 ear. e " . 
a Hon. Mr. Stevens: It does not deal with the balance sheet at all? 
as r Hunry THornton: You will find that in the larger pamphlet and no 
mments have been made upon that. It is left to each individual member to 
ask any question he likes. We could not conceivably cover all of the questions 
which would be asked and we thought it better to leave it to the members to 
k this (indicating analysis) over, and then ask any questions they choose. 
Hon. Mr. Dunnine: The funded debt will arise as we go through the 
accounts. There are pages devoted to it, but we can ask questions about it now, 
- leave it until that matter is before the Committee. 
Hon. Mr. Srevens: It is on the second page of the main report? 
Hon. Mr. Dunnine: The’details are away back. You are looking at the 
mary, Mr. Stevens. le 
Sir Henry Tuornton: He is-referring to a statement which says “ The 
unded Debt shows an increase of $55,900,000 made up as under.” Is that it, 
Ir. Stevens? 
Hon. Mr. Stevens: Yes. 
Hon. Mr. Dunnina: The details are on pages 14 to 21. 
Mr. McLean (Melfort): Regarding the Central Vermont Railway which 
vent into receivership last year; how much of it is owned by the Canadian 
ational Railways—roughly, in percentage? 
_ Sir Henry Tuornton: About 67 per cent of the stock is owned by the 
adian National. 
~ Mr. McLean (Melfort): You allowed this to go into receivership? 
Sir Henry Tuornton: We found it necessary to allow the railway to 
nto receivership, which, I may say, was an amicable arrangement as far 
as we were concerned. We did that because we did not think it fair for the 
Nanadian National Railways to provide the necessary funds for the rehabili- 
ation of that property without some consideration on the part of the minority 
areholders. In other words, I did not see any reason why we should rebuild 
‘a property in which someone else had an interest without a receivership and 
\ out wiping out that stock. I may say in that connection that the receiver- 
. has worked out very satisfactorily, and has the goodwill of not only the 
ople of Vermont but also the people of New England, and, incidentally, due 
rgely to the way in which the matter was handled and a lot of very friendly 
eling; a distinct traffic value was developed in New England and in Canada 
tself. There was no animosity or bad feeling of any kind in connection with 
e whole transaction, and it does afford an opportunity now to put that rail- 
‘on a much more satisfactory basis insofar as our financial position is 
neerned, and to introduce certain economies which will, in the future improve 
e earning power of the Railways. 


* By Hon. Mr. Stevens: 

Q. Under the receivership, would there be a public sale, public bidding?— 
. I think what would happen is this, that when the time comes for the 

eivership to be discharged, the Court will issue such an Order. What would 

the procedure then, Mr. Ruel? 

Mr. Rusu: We expect in that case that there will be a reorganization of 

mpany, whereby we will take over the whole property and practically 

the whole thing. 


r Henry THornton: The minority interest will disappear. 
en {Sir Henry Thornton. ] 
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Hon. Mr. Stevens: The only question is, whether or not, technical 
you must not put it up for public bidding. 

Sir Henry THornton: I do not think we have to. ti 

Mr. Rueu: It depends upon the Interstate Commerce Commission. If 


we can show a sufficiently good case for reorganization, and they approve, 
that is the end of it. 


Hon. Mr. Stevens: There is a possibility of them asking you to put it 
up for public sale? I do not want to raise questions that are embarrassing. _ 


Sir Henry THornton: At the same time, I want you to know exactly 0 
what the position is. The whole situation is that I believe the Vermont legis- 
lature are prepared to do anything with that property we ask them to do. 
Our relations are most cordial, and are most cordial with the Interstate Com- 
merce Commission as far as the property is concerned. 


Hon. Mr. Dunnine: Sir Henry gives us a general assurance that it is 
* going well, and he does not feel like going into details which might be embar- 
rassing in the development of negotiations. 


Sir Henry THornton: I would be glad to tell anyone anything he wants 
to know about it. But you can rest assured that the whole situation is in much 
more satisfactory shape to-day than it ever was, in so far as the Central Ver- 
' mont is concerned. 


By Mr. Duff: tes, 

Q. Where does the road begin and end?—A. It begins roughly at Rouse’s 

Point and extends, partly by ownership and partly by leases of other lines, 
to New London, Connecticut, or St. John. ce aaes 

Q. By whom is the minority stock held?—A. A fair amount of it is held 

by ex-Governor Smith, the former president of the railway, who has been 

president for many years, and whose family really was responsible for the 

building of the railway originally. Then some of it is scattered around. ' 

Q. Will those people be wiped out?—A. They will be. if 

Q. That is rather hard on the minority stockholder?—A. That we cannot 

help. If the Lord sends a flood and wipes out the property, I have not got any a 

influence that would prevent it. a 


By Mr. McLean (Melfort): - ns 
Q. Their interest is really wiped out now?—A. Yes. 
Q. By an act of Providence?—A. Yes. 


By Hon. Mr. Dunning: : Nee 
Q. It had very little value before that?—A. Verv little value. Th 


Canadian National Railways had been carrying the property, putting up any 
deficits in operating accounts, also in annual interest, for a good many years. — 


By Mr. McLean (Melfort): 


Q. It is not a case of youth squeezing them out?—A. We are not squeezing 
them out. As a matter of fact the minority shareholders are perfectly willing. | 
They have raised no question. They have gone with us into the receivership. 
It has been one of the most amicable arrangements I have ever had to dea 
with, having regard to the fact that it has had trouble mixed up with it. It 
will cost about $5,000,000 to rehabilitate the road. Not all of that is re 
habilitation, but in doing the rehabilitation there are certain other things tha 
ought to be done, which we shall have to do. For instance, irfstead of renewin 
a light bridge in kind, a bridge which within a few years would have to be take 
out anyway, that bridge has been renewed with a bridge of sufficient strengt 


to take care of any probable increase in the weight, of motive power. In the 
‘Sir Henry Thornton.] . 


ails, ns ead of putting back a light, rail which was formerly on the 
we will put back a heavier rail. We have not only rehabilitated the 
_we have taken advantage of the opportunity to improve its oper- 


O. You have made a better one?—A. Yes. It would have been folly to 
€ done otherwise. 


5 
i By Mr. Duff: 
-Q. In view of the fact that the whole of the road is in the United States, 
e you considered the advisability of abandoning it altogether, instead of 
mding $5,000,000?—A. No, I have not. 
Q. Can you give us the reason why?—A. The Central Vermont Railway 
resents an important traffic link in the traffie of New England. There are 
_ three outlets for New England Traffic, or really three ways of handling traffic to 
and from New York; first, by way of the New York, New Haven‘and Hartford 
Railway, which now is physically connected with the Pennsylvania Railroad, 
cross Long Island; secondly, across the Poughkeepsie Bridge; thirdly the 
orthern route on the northern New England gateway, which is represented by 
our connection with the Central Vermont, and also a connection with the Can- 
_adian Pacific Railway has with other railways. For many years traffic moving 
via the northern gateway has been allowed a differential. That is because of 
the longer route and consequent slower time we were allowed to charge a some- 
- what lower freight rate than the other railways charged upon their shorter route. 
_ That was to compensate us for our disability. ‘That was a concession which was 
made years and years ago, after a long struggle and it has remained in existence 
ver since. \ 


a 
¥ 


i By Hon. Mr. Dunning: 
Q. That was made by the Interstate Commerce Commission?—A. It was 
de by the Interstate Commerce Commission. That northern gateway is very 
jealously protected by the New England shippers. They regard it as an 
important’ factor, an important competitive factor m the movement or traffic 
_ to and from New England to the west. Were we to abandon the Central 
_ Vermont, the probabilities are that that differential might be withdrawn. At any 
rate it certainly would affect the shippers in New England. Now, there is an 
additional reason, and to my mind a still more important one, namely, that all 
f the traffic that moves from points west of the Detroit River to New England 
passes through Canada. It increases the earning power of our men; it increases 
t he net earnings of the Canadian National Railways. ‘Therefore, we feel that 
the retention of the Central Vermont is a very essential factor. It also provides 
us with a new route from New England to Chicago and point west to Chicago. 
_ Q. Entirely under our contrel?—A. Entirely under our control. 
' _ Q. It competes with nothing in Canada?—A. There is not a pound of 
freight that moves over the Central Vermont Railway which in any way 
nfavourably affects the position of any interest in Canada. 


By Mr. Duff: 
Q. In other words, is there any tonnage that comes from New London by 
and passes over the lines to Canada?—-A. Yes, there is some tonnage that 


anada. — } 
. Very much?—A. A fair amount. I cannot give you the figures off-hand. 
did not move that way, it would move by the Rutland or the Delaware 
and Hudson, or some of the other railways running to New York. 

uf Mr. Rueu: The traffic of the Central Vermont is 80 per cent southbound, 
nd very little of it northbound, only about 20 per cent. The 80 per cent comes 
om the western states, moves across Canada and down to New England 

a {Sir Henry Thornton.] 


6 SELECT STANDING COMM. m 


points. It is the value of that 80 per cent which is sustaining us in what we 
want. 

Sir Henry THornton: That contributes also, a proportion to the Canadian 
National Railways. 


By Mr. Duff: 
Q. It is valuable traffic to the Canadian National?—A. It is very con-_ 
siderable indeed, Mr. Duff. 


By Mr. McLean (Melfort): 

Q. Where does it come into Canada?—A. At Sarnia. The freight we ‘get 
which originates west of the Detroit River and which comes almost entirely — 
through Sarnia, that freight if it is destined to points in the United States, moves 
through Montreal or through Canada down to the New England States, and | 
down that way. The bulk of it moves via Montreal and across Canada, the ~ 
long route. 

Mr. McLean (Melfort): Quite a volume of traffic is in that 80 per cent. 

Mr. Rusu: The Central Vermont could not live without that traffic. 


Sir Henry TuHorn ton: If that traffic were withdrawn, the Central. Ver- 
mont would quit. It would not be worth a rap. 


By Mr. McLean (Melfort) : 

Q. What would be the nature of that traffic, Sir Henry?—A. Well 8 good 
deal of it is perishable freight, citrus fruits from the Pacific coast to New ° 
England, automobiles,—quite a considerable amount of automobile traffic, dressed 
beef, pork products of different sorts, and general merchandise. 

It may interest this Committee to know that, if I recall the figures correctly, — 
we handled about $50,000,000 in gross earnings on this traffic. I mentioned this — 
last year. We handled about $50,000,000 of traffic which originated at one point 
in the United States and terminated at another point. : 


By Mr. Jelliff: 
Q. On the second page we have the Funded Debt, showing an increase of 
-$55,000,000?-—A. $56,000,000 in round figures. 
Q. Yes. The retirements seem to be some $27,000,000?—A. That is right. 


Q. The Finance Minister's statement shows an issue of $65,000,000. Per- 
haps when you come before us again you can explain the use of all these funds, 


so as to give the Committee an understanding of your statement and of the 


Finance Minister’s statement?—A. That $65,000,000 was made up of $31,000,000 — 
Capital Expenditures, and $27,000,000 in round figures was for Debt Redemp- 
tion. What you would like to know is what the $31,000,000 was spent on? 

Q. Yes, not so much the increase in the funded debt?—A. It was authorized 
of course, last year, and we explained at that time the purposes for which this 
money was to be used, but I can state it again if you like. 

Q. I would be glad if you would do so?—A. The financial statement. shows 
$27,000,000 for Refunding Debt. What Mr. Jelliff wants to know is, what we 
did with the $31,000,000 which was a direct increase in Capital. Is that it? 
You want to know what was done with that money? 

Q. Exactly?—A. Well, $9,894,000 or $9,895,000 was for the generad Budget 
requirements of Jast year, including various additions to the property, increased 
right-of-way weight of rail, ballast, renewal of bridges and steel, and a lot of 
things of that kind. I have not the details of that with me, but I can get it. 
That is what that covered. $1,000,000 was spent on the 1924-1927 program. — 
$877,000 of that was spent on the Saskatchewan branch lines. $2,280,000 was 
spent on the branch line program of 1927-1930; a total sum of about $2,800,000 


(Sir Henry Thornton.] 


; spent on the Toronto Terminals and Toronto Viaduct construction, and 
en there was an item of $14,239,000 which was spent on refunding the tempo- 
rary 1926-1927 Budget requirements. 

Q. That makes it about $30,000,000?—A. That makes it $31,000,000. 

_Q. The balance of $27,300,000 was debt redemption; that makes $57,000,000? 
—A. You have to add a discount of about $2,000,000, and replace cash on hand. 
We have cash on hand, $4,727,000. 


By Sir Eugene Fiset: 
Q. Possibly we could find out how this money was distributed, how it was 
distributed through divisions?—A. Yes, that was all gone over last year, General 
Fiset, but we can reproduce it this year. : 
oe Q. I would like to know how the money has been distributed, expended, 
_ py divisions, if possible?—A. It had better be by districts. 
q Q. I thought it would be easier by divisions. I would like to know what 
proportion came to the Ottawa Division—A. You would like to know how 
much of it was spent in the Province of Quebec? 
ae Q. Yes, if you like to put it in that way?—A. We can do it by Provinces, 
if you want that. v 

- Q. I will be satisfied with it by divisions—A. Tell us what you want, 
and we will try to get it for you. or 
‘ Q. I want to know how the money has been distributed, by divisions if 
y possible?—A. I will try to get it for you. | 


By Mr. Cantley: 

- Q. If you are going to give it for Quebec, better give it for the whole of 
the Eastern Provinces.—A. The items were all gone oyer last year and ap- 
_ proved, but we can furnish any information which the Committee would like 
to have. If you will tell the Chairman what you would like me to produce, 
- I will get it. 
. By Hon. Mr. Stevens: 

Q. The Railway has a system of dividing its business up into certain 
divisions or districts?—A. Yes. 

Q. Operated in that way for economy and service?—A. Yes. You have 
to remember this too, that the amount of money you spend has not any par- 
ticular relation to provinces, that is to say, you may spend x dollars this year 
in the Province of Quebec, and three years hence you may not spend any in 
Quebec at all, but spend y dollars in Alberta. You cannot spend in each 
province, exactly the same amount of money. A railway does not lend itself 
to that kind of treatment. You have to treat each part separately. 


By Sir Eugene Fiset: 
Q. In the Eastern Division we are often faced with a deficit. What 
expenditure you make in that Eastern Division results in a yearly deficit. I 
would like to know, what would the amount of $9,000,000 include. Take 
fences, for instance; I would like to know how much is spent, not only in 
Quebec but on the whole system?—A. You will find that in the accounts. You 
are talking about capital alone, not expenses. 


By Hon. Mr. Stevens: 

Q. Your capital expenditure does not affect your deficit?—A. No. 
Hon. Mr. Dunnine: Would we not get along better, if we took this page 
by page, and as these various pages come forward, we can ask for any further 
information we may desire. The General’s point can be met in the statement 
now before us when we reach it. Perhaps we would get along better in that 
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Sir Henry THornton: I would like to remark here that the amount 
spent on Capitai Account is not necessarily to be regarded, in fact, not at all — 
to be regarded as money ‘wasted, because you may spend money on Capital 
Account which will make a very material reduction in your operating ex- 
penses. The only rule is that if you’ borrow *your money at 5 per cent, the 
return you get from that expenditure to reduce your operating costs must 
exceed 5- per cent, otherwise there is no good borrowing it. 


By Mr. Cantley: 

Q. A short time ago you mentioned the amount. spent on the 1927-1930 
program. Will you be good enough to restate the amount; it has escaped me? 
—A. $2,286,230. 

Q. What proportion of that total amount will be expended? 

Hon. Mr. Dunninea: $12,000,000 is the total on branch lines. 

Sir Henry THornton: This particular branch line program is $7,000,000. 

Hon. Mr. Dunntne: There must be something else there. 

Mr. Henry: That includes the Toronto viaduct. 


Sir Henry TuHornton: That is about 30 per cent. $2,286,000 is 30 per 
cent of the total. 

By Mr. Bell (St Antoine) : 

@. Before’ we start on these figures which refer to the Canadian National 
Railways System, from Page 18 on, we have schedules comprising the Canadian. 
National system, and where they are marked with an asterisk it says, ‘“The © 
accounts of companies indicated (with an asterisk) are taken up in the system 
Income Account as “Separately Operated Properties.” The point I am trying 
to get at is this, what does really comprise the Canadian National Railways? 
When we are discussing figures regarding the Canadian National Raibways 
System, are all these companies included’—A. May I ask what you are 
referring to? ‘ 

Q. From page 18 on of the main report—A. You want to know when you 
discuss the Canadian National Railways, what physical properties are included 
in that? 

Q. Yes. On page 1 of the report we have Operating Revenues, and you go 
on discussing what operating revenue is. Then you have on page 21 Accounts 
indicated by a certain mark, and you say that they are taken up in the system. 

“Sir Henry THornton: Mr. Cooper can answer that question. 


Mr. Cooper: The companies appearing as separately operated properties 


do not go into the System Operating Revenue and Expense Account. They go 

into Income Account all right. On page 4 you will find “ Separately Operated 

Properties—Loss.” They are taken up in the Income Account but not in the 

Operating Account. 

.Q. How is that?—A. There is really no relation, sir, between the NS. & T. 
Electric Railway and the Canadian National Steam Railways. 

Sir Henry THornton: Take the Montreal and Southern Counties Rail- 
way. That is operated as a separate property, a separate corporate entity. — 
You are familiar with that, and I am using it as an example. The gross earnings 
and expenses of that railway are not. included in the operating account of the — 
Canadian National Railways but the result whether a loss, or deficit, would be 
included in the Income Account. 
ae Hon. Mr. Dunnine: Item 512, page 4, of the big accounts, shows it, Mr. _ 

ell. 

Hon. Mr. Stevens: You gather into your Inccme Account the dividends 
or returns from these separate companies? y 
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wry THORNTON: Yes. 
Marked with an asterisk?—A. Yes. 
Q. The others are included in your operating system?—A. That is correct. 


By Mr. Bell (St. Antoine): 


EQ. One further question upon that point. There are other companies out- 
de of these companies altogether that belong, or that I presume the Canadian 
ional Railways are interested in. Take for instance, the Government Mer- 
chant Marine, the Hudson Bay Railway, or your branch to Rouyn; are they in 
these accounts?—A. The Canadian Government Merchant Marine is in a 
eparate report and a set of accounts is kept for the Canadian Government 
ferchant Marine, which this Committee will deal with, as in)past years, as a 
separate matter. The Hudson Bay Railway does not enter into the accounts 
of the Canadian National Railway. It is operated by the Canadian National 
Iways as the agent of the Government. 
Q. How do you mean, as an agent of the Government?—-A. We simply run 
the property, as you would employ an agent. If there is any profit, we give it 
he Government, and if there is a loss, the Government stands it. 
Major Bett: The amount is in the departmental estimates. 
_ Mr. Durr: The reason for that is that it is not finished. 

_ Sir Henry THornton: It is under construction. 


By Mr. McLean (Melfort): 

Q. The Canadian National Railways has no money invested in the Hudson 
ay Railway at all? 

Sir Henry THornton: No. 

_Q. Before leaving this, I would like to ask what expense, if any, has been 
ntailed by the separation of the Eastern Lines from the system as a whole, in 
ie matter of keeping accounts? 

Mr. Cooper: A considerable expense. 

Sir Henry THorNnTon: Did we ever make any estimate of it? 
Mr. Cooper: No, sir. 

Sir Henry THornton: Could you make an estimate of it, without taking 
too much time? : 

Mr. Coorer: From $10,000 to $15,000 accounting expenses. 

Sir Henry THorntTon: For the year? 

_ Mr. Cooper: For the six months. 

Sir Henry THornton: Mr. Cooper estimates that it would be somewhere 
oH neighbourhood of $10,000 to $15,000 additional expense for the last six 
nths. 

Mr. McLran (Melfort): Around $30,000 a year would be the gross. 

Sir Henry THornton: That would be the figure he would put on it from 
is knowledge of the situation. Mr. Cooper points out that in starting a thing of 
kind you would naturally have more trouble and ape than in subsequent 
years, after it gets going. 

Mr. McLean (Melfort): But that would be the gross extra expenditure, so 
as your staff is able to say at the moment. 

_ Sir Henry Tuornton: That goes at the rate of something like twenty or 
0 a year, but it is not expected that that will continue. 

Mr. McLean (Melfort): It should decrease? 

‘Sir Henry THornton: Yes, it will decrease in quantity until it reaches a 


ucible minimum. 
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The CHamman: Are there any further questions to ask before we proce 
with the accounts? 

Hon. Mr. Srevens: I agree with the Minister that it would be very much 
preferable to have some order in our line of inquiry. - 


The CHarrMAN: We will find all these items in the report, and they can ie 
taken up as we come to them. 


Hon. Mr. Stevens: Our report will read very much like a hodge podge if 
we do not have some order about it. ‘ 
Mr. Cantiey: When will we have the returns of the Merchant Marine? | 
Sir Henry THornton: They are ready at any time. They will be here on 
Monday. 
The CuatrMan: Will the printed statement be ready on Monday? 
Sir Henry Tuornton: No, I do not think so, but we will have enough data 
- to go on with. 
Hon. Mr. Dunnrne: I have found it rather confusing to the members of 
the House to distinguish between this preliminary statement and the final state- 
ment, and if we have enough work to go on with on these accounts, I would pre- 
fer not to table anything connected with the Merchant. Marine until I can table 
the final statement. 
Sir Henry THornton: It is all ready; it is just a matter of printing it. I 
can answer that question definitely to-morrow, but I think it will be ready on 
Monday. 
Hon. Mr. Dunnine: When will the printed statement of the Ca 
National accounts be ready? 
Mr. Cooprr: At the beginning of April. 


Hon. Mr. Dunnine: Some curious member of the House is asking me 
every day when I will table the printed reports. 


Mr. Cooper: I do not think there will be any difference between this report 
and the printed one. 


Sir Henry Tuornton: This report lacks only the auditors’ certificate. We 
have never found that the auditors varied our figures. There may be a small — 
variation of a dollar or two, but as a matter of fact we have never found that 
the auditors’ examination varied the figures which our own auditors put forward, 
so you are perfectly safe in taking this (indicating the report) as far as the 
accuracy of the figures is concerned. 


The CHairman: We. will turn to the operating expenses and go shrowgh 
them item by item. 


Sir Henry THornton: I will ask Mr. Henry to read this. I am just get- 
ting over an attack of ‘tonsilitis, and my throat is not in a talking condition. — 


Mr. Henry: Do you want me to read it all through? 


Sir Henry Tuornton: I think perhaps that would be the best way. Mr. 
Henry will read this, and anyone who has any questions to ask may interrupt 
him at any point; ask any question and we will try to answer it. 


Mr. Henry: In presenting the accounts of the Canadian National Rail- ; 
ways last year, those of the Central Vermont were included with the Cana- 
dian National. Owing te the disastrous floods which occurred in the fall of 
1927, the Central Vermont was placed in Receivership on December 12, 1927, 
and consequently its accounts have been excluded from those of the Canadian 
National Railways system. 

As contemplated by the Maritime Freight Rates Act 1927, the income 
accounts of the lines east of Levis and Diamond Junction have been with- 
drawn from Canadian National system accounts as from duly 1, 1927, and are 
shown separately. 
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hould be understood as excluding the Central Vermont for 
he Eastern Lines from July 1. To afford a comparison, the 
) accounts: have been restated on the’ same basis. Canadian National 
res ll be given first and then the Eastern lines for six months from 
1 to December 31, 1927. 
The operating expenses of the Canadian National Railways are classified 
accordance with the accounting rules of the Dominion Bureau of Statistics, 
are divided into 140 primary expense accounts, these being grouped under 
main heads, with self-descriptive heads as follows:— 
» (l) Maintenance of Way and Structures.....-.......4......... 


_ (2) Maintenance of sae De Ear emcean es aahen a pon yt ad: 24 s 
BeGe rnc pe eM ma nr cian is ore Ne 8 fe 
(eb Tia ngyeforetishinlosaly sy. aha aa) eae MOAI Wa Tee ee eae Ae 50 OA 
Rie MUSCC HARD mre re Une ode Mn ae 5 a 
CO EMGremerale can eo ieee, 2. PMR OAT MUM ol ociesmicreme cts viet 12 ae 

i fo Transportation honmvestmient: GKeEdUti cain c ss ss. d ass il a 
AROSE LiBeta Bec sige aI ARREARS Gee OSI eR 140 u 


Pith comparison of expenses under these heads for the years 1926-1927 


fo lows:— 
Item 1926 1927 Decrease or 
Increase 
$ cts. SccS: $ ets. 
intenance (Gan WAVE ister tah eCol Soh eu XcL a [eles to) Mey hed le Pe a 43,028,428 62| 46,075,178 06|Inc.3,046,749 44 
Secinenance of Mouipment, 2...) ee eee ee 47,321,602 60} 47,447,253 16]/Inc. 125,650 56 
Re HO ea Tie I ue aks h 6,440,087 63] 7,124,864 67)Inc. 684,777 04 
PMUEUAMONU Gr. Wry CU ee ROS Cha ule MANS oe 100, 603,158 02)105, 166,760 58|Inc.4, 563,602 56 
cellaneous CS AN AEA SOREL SE GASSER CSTR eos Mn OS ae ne Rt 2,121,607 17| 2,414,842 34!Inc. 298,235 17 
Nr Me i an dS Maid Wie cade tudo 6,970, 244 08} 7,226,199 60]/Inc. 255,955 52 
isportavion for Investment Credit./.......-.......0... 1,012,478 24 993,350 79|Dec. 19,127 45 
io ollgy Cah 8S A SARL UG Par ack, Sp Oe a 205,472,649 88 vice nonin 62\Inc.8, 989,097 74 


The expenses may be further divided, for purposes of comparison, into 
iployees’ ae and Other Expenses. This comparison follows:— 


Employees’ Compensation Wages 1926 1927 Decrease or 
Itent Increase 
. $ $ $ 
Maintenance of Way and Structures..................----- 24,417,161 25,593,701/Inc. 1,176,540 
Ena CeOter CUIPMeNt. o2/ Vos Weds iid Sculls: 25,803, 542 25,112,659) Dec. 690, 883 
SPENT SE oor donee ra ect | MM ey 3,039, 066 3, 229, 950\Inc. 290, 884 
Be a SINR Re hE ol as eele e « 64, 984,478 68,454,966|Inc. 3,470,488 
MEL UN Ra eri Rm OH a uN AN ales. ts 2k ae 1,065, 740 1,193, 973\Ine. 128, 233 
ooo ad ay BG Se USS a a 4, 553,209 4,563, 305|Inc. 10,096 
TRATEEH get RIESE RN oa 123, 863, 196 128,248,554/Inc. 4,385,357 
Material and M‘scellaneous 1926 1927 Decrease or 
Item Increase 
7 $ $ $ 
tenance of Way and Structures.............0s0ee0000 | 18,611,268]  20,481,477|Inc. 1,870,209 
ntenance Lod) LD VG (Haiye Nye ie ana Rais 2S nt UI eg A ed Pare 21,518,060 22,334, 594!Inc. 816, 534 
ee A te ee tas 3,401,022 3,794, 915|Inc. 393, 893 
Nk yo ARE a lero take en CH NF tee Pa a goa 34, 606, 202 35,718,444|Inc. 1,112,242 
RE er Om AU ih rics ee sare acess 1,055, 867) 1, 220, 869|Inc. 165, 002 
rr ey ON ee a Oe a eel ele 2,417,035)" 2,662, 895|Inc. 245, 860 
‘ 81,809,454| 86,213,194 4,603,741 
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The increase in wages on operating account amounting to $4,385, 35 
made up of $3,771,000 increased pay under various wage agreements, and add 
tional labour employed $579,000. 

The increase in Materials and Miscellaneous, amounting to $4,603, 741 
is made up of decreased material costs $2,181 000 and additional material 
$6,784,000. The principal changes due to price differences and quantities 
are:— ; e 


— Changes _ Changes 
in Price in Quantity 
$ $ 


162, 000}Inc. E12 90 
493,000|/Inc. , 275,001 
: 238,000) Tne. 487,000 
Miscellaneous Material: 6 eee 00 0 NU ERIC GOn NN a aes Ra . 2,618,000|Inc. 6,010,000 
B.C. Sales Tax on pate veiled © RAR Men ran pee eG RIaNUNAG yee ames Lt Sei! Dec. 132,000). 5.2.2 cere 


Dec. 2,181,000|Inc., 6,784,000 


Details of the general accounts are to be found on pages 6 to 9 of the 
preliminary statement of accounts for the year 1927 which has been tabled in 
the House of Commons. 

Some of the larger factors causing variation in expense in 1927 as com-— 
pared with 1926 may be briefly enumerated under the general accounts, the 
factors taken into consideration being: variations in traffic, prices of eo 
and wages. 

It will be. noted that from the ude aint of gross revenue there was an 
increase of receipts amounting to $3,199,069.53 and as rate reductions amount- 
ing in total to $728,835.16 were effected in the year the comparative volume of 
traffic was $3,927,904.69 above that of the previous year. 


Maintenance of Way and Structures 


° Maintenance’ of; Way and) Structumesi1 9270 ei) ie ea ee pe re eh $46,075,178 06 
ff iB e A FA aa ean AN A aces be SUR AgAe AT a 43,028,428 62 
Increase an 19278 is eagle nee me energie Cran le Vie i $ 3,046,749 44 
Principal Increases— 
EAU RE RSR RMR EIN ett reap iiie dk scl ganinel ON acl 9 Lao Ia aa aia $768, 332 t 
Roadway Maintenance ya ess er wee eee 640, 928 p 
Bridges; Trestles and Culverts.) 5 fee eens Dai oe : . 
Trackla ying’ and ‘Suriaeing 6. oes.) yon hak ewe aoe ee 490,708 > 
Supermtend ence jis 008 eee oi ee eel ee aaa 418,559 
@ther rack Material Sree eka ch cy Ce eae osama ole 
Station and: Office Buildings fee aes te 283, 693 
Shopsiangd Pngine Houses): acts cao ae ee 253, 660 
Principal Decreases— \ 
Removing snow) ice andesandy) sone yk oe ee) 1 547, 633 
bl Bs (ec Pep AMORA UN Ik A Rt NK Arne GTA Cah Ge ho Be, 151, 384- 


The increase in rails was due to increased price of rails $493,000 and | 
increased quantity $275,000. 
Increased rates of pay accounts for $177,000 of Roadway Maintenance _ 
Account. Balance of increase due to increased work. 
Bridges, Trestles and Culverts account increased $44,000 on account of 
increased rates of pay. There was an increase due to widening the roadway 
of Victoria bridge $136,000, and the balance of, the increase is due to genera 
increased bridge repairs. i 
The increase in tracklaying and surfacing is made up of $468,000 increased 
rates of pay and the balance due to greater quantity of work done. 
{Sir Henry Thornton.] ee area 


nerease is due to a change 1 in accounting, transferring items of superin- 

ce from other accounts to this account. 

The increase in other track material follows the increase in rail. 

‘Station and Office Building account increased $34,000 due to increased 

tes of pay and $75,000 for new train shed at St. John, N.B. 

Increase in Shops and Engine Houses account is made up of heavy retire- 

ments in connection with Toronto Terminals $167,000; expensive repairs to 

Battle Creek shop $54,000 and increased rates of pay $15, 000. 

ue The reduction in removing snow, ice and sand was due to less severe 

weather conditions. 

There was an increase of 213,978 treated ties and a decrease of 278,609 

untreated ties. Treated ties decreased in price 5 cents and untreated decreased 

_ 4 cents, resulting in a decrease of $223,000. There was an increase in switch 
ties of $74,000. 

_ The effect of various main factors on the total expense is: 

hanges in Price of Material and Miscellaneous: 

eee EONS SS ics Re ey a Dec. $ 162,000 


TSG So OUSLY a a aon a es a Rg Ing. 493, 000 
Other Material and Miscellaneous... ..0.0..0.0.0 0000000. e ee Dec. 373,000 


Dec. $ 42,000 


bid Bethea i ICMAT UPR eR pcg ay I COUR RU Es A ar Inc. $ 12,000 
CISA AR IM UNG AEF Cos eat GN AMD A ec cg A Inc. 275,000 


mi ouier Material ands Miscellaneous... fiy ia. Poe Le, Inc. 1,625,000 
Inc. 1,912,000 
Changes due to Employees Compensation 
— Tiseutressivoyi Deg ae UIP ONT GSTS e ar de 0) ON Rae Raa AS pn Ee Inc. $ 904,000 % 
MEMAESOWONMGGM ey re ayn Rtn ee a eS EAA E |S Dec. 22,000 
WMecountancy items redistributed. ans). 2. ko ae Inc. 294, 000 
Ine. : $1,176, 000 
Ine. $3, 047, 000 


__ The increase in quantity of labour and material, which might be expected 
to vary in any degree with traffic, amounts to $1, 890, 000 and after allowance 
for decreased expense due to more favourable weather conditions and accidents, 
the comparative increase of expense is $2,399,000 as compared with which the 
wcreased traffic amounting to 1.55 per cent would indicate an increase for 
bour and material amounting to $301,000. 

Sir Henry THorNTonN: Might we stop there and ask the committee if, 
inder the general heading of “Expenses chargeable to Maintenance of Way and 
Structures”, there is any criticism to be made, or any questions to be asked? 
In that connection I would like to say that, as has already been indicated, the 
Imcreased expenses are due partly to increased wages and partly to a higher 
standard of maintenance, which we felt it wise to adopt last year. For example, 
there has been a good deal of complaint with respect to our gravel ballast 
between Montreal and Chicago, and we have pursued a somewhat faster pro- 
ram of renewing that in stone than would have been the case had there been 
0 complaint. In other cases the necessity for higher speeds of our passenger 
‘ains — has required a heavier rail, and certain of our wooden trestles are 
nning to go and they have been renewed in steel, and while a proportion 
at is chargeable to capital, it still carries with it a charge to expenses 
ich we cannot escape; so that, broadly speaking, I should say to you that 
-inerease of Maintenance of Way expense has been due to increased wages 
the necessity ty, which we regarded as essential, of an improved standard of 
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ae 
maintenance of the railway. Now, if that explanation is not satisfactory, and 
. anybody wishes to ask any questions, I think it would be wise to clear up the 
maintenance of way and structures before we go on with the other items. 
Mr. Cantiey: Roughly speaking, what mileage have you in regard t 
these wooden trestles on the western lines? ae 
- Sir Henry THornton: In the western region? 
Mr. Cantiny: Yes. 
Mr. Henry: Offhand, I.think it is about 90 miles. Probably Mr. Blaik- 
lock ean answer that. ne 


Mr. Buarkiock: Seventy-eight miles. : 

Mr. Canriey: What replacements or betterments did you make last year 
under that account? 

Sir Henry Drayton: Formerly we had a detailed statement put in. Why 
not do that this year? 


Sir Henry THorNToN: We have sometimes noted a question and brought 
the answer on the following day. It is not always possible to immediately turn 
to an account and get the information asked for. We will make a note of 
Colonel Gantley’s question and bring in the answer to-morrow. ‘4 

Mr. McLean (Melfort): In replacing wooden trestles with steel or con- 
crete structures, what do you charge to Capital account? 

Sir Henry THornton: You charge the expense or cost of renewing the © 
trestle in kind. You charge to Capital the difference between that and what- 
ever you may put in. : 

Sir Everent Fiser: Does that general statement include the eastern 
division? : 

Sir Henry TuHornton:\ No. 

Sir Eugene Fiser: I thought it did because it mentioned St. John, New 
Brunswick, a moment ago. 

Sir Henry THornton: That only related to the first six months, General. 
The division of accounts did not go into effect until the 1st of July. 
Mr. Cantiey: What proportion of the line from Moncton to Halifax is 
double tracked? ' 

Mr. Buaixiocx: About 23 miles, as far as my recollection goes. 5 

Mr. Cantiey: What is your policy in connection with the double tracking 
of that line? 

Sir Henry THornton: I do not think that that has ben subjected to any 
examination to determine the policy. What usually happens on a railway is 
that when the traffic reaches a point or gives indication of reaching a point 
where it cannot be handled economically or satisfactorily on a single track, 
you then consider how much double track you want to put in. Sometimes you 
postpone the double tracking by putting in automatic signals. It all depends 
on the volume of traffic. 

Mr. Cantiny: My point is this: at various times in the past you have 
carried out double tracking projects, and I presume the road has some definite 
program in regard to that. ae 

Sir Henry THornton: It has not been brought to my attention that there 
is any necessity for double tracking between Moncton and Halifax. si 

Mr. Canriey: But it does not go on in a haphazard way. There must 
be some definite program. s 

Sir Henry THornton: The problem does not arise until the necessity 
appears, and I know of no necessity for double tracking the railway ‘between 


Moncton and Halifax. 
{Sir Henry Thornton.] 
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LEY: There must have been some necessity or you would not have 
eked certain portions of it. 

Sir Henry THornton: Yes, that necessity arose and was met by double 
ing, as far as double tracking was considered necessary. 

Mr. Canttey: I think the question of getting the full benefit of the double 
ck between those two large divisional points should be taken into account. 
as the management any clear and definite understanding in their own mind 
to what they will do, and the rate of progress at which they will carry it 


: Sir Henry Tuornton: There is no necessity at the moment for continuing 
he double track between Moncton and Halifax. 


Sir Evenne Fiser: Is there between Moncton and Levis? 


Sir Henry THornton: No. What happens is that you have a single track 
ailway from A to B, and are handling a certain amount of traffic. When that 
raffic increases and gets to the point where you find you must add a certain 
umber of miles of double track, you then consider the problem. Usually you 
mence by double tracking on some grade where the movement is slow, and 
t is sufficient for a certain number of years, and then the traffic catches up 
h that and you find necessity for extending the double track. How fast you 
end it depends entirely on-how fast your traffic moves. You cannot begin 
day and lay down a program for double tracking between Moncton and 
lifax which will be consummated five or ten or twenty years hence. 


Mr. Durr: Unless you give the C.P.R. running rights into Halifax. 

Sir Henry Tuornton: That we do not intend to do. 

Mr. Durr: But if you have to, you will develop the situation as it arises. 

_ Sir Henry TuHornton: Should such a catastrophe overtake us, we will deal 
ith it at the moment» 

Hon. Mr. Srevens: I want to ask one question in regard to charges due to 
mployees’ compensation. The full item is $1,176,000, but included in that is 
accountancy item redistributed of $294,000. Will you explain that? 

Mr. Cooprr: The division superintendent’s staff on the western region and 
he>southern and northern Ontario districts were formerly charged under 371, 
ansportation Superintendence. In 1927 we divided that fifty-fifty between 
s account and 371. 

- Hon. Mr. Srevens: That is not an increase in wages? 

Sir Henry TuHornton: No, just a redistribution. 

Hon. Mr. Stevens: Transposing a charge from one account to another. 
Hon. Mr. Dunntne: It shows a decrease in the other account. 


Sir Henry Tuornton: May I take it, subject to getting an answer to 
Colonel Cantley’s question, that the items chargeable to Maintenance of Way 
id Structures are passed. 

_ Mr. Cantiey: Just one question. In regard to the Victoria bridge; I see 
n item “ widening the roadway, $136,000.” What is that? 

_ Sir Henry THornron: What happened was this: the Victoria bridge, as 
know, carries a very large automobile traffic. The roadbed was worn out 
had to be renewed. The roadbed is pretty narrow for two vehicles to pass, 
we found that in renewing the roadbed 
Mr. Cantiry: You are referring to highway traffic? 

Sir Henry THornton: Yes. We found we could add 18 inches. Now, 18 
hes may not seem to you like very much, but it means a good deal to two 
sing vehicles; therefore we thought it wise to get that additional 18 inches 
if it cost us some money. — [Sir Henry Thornton.] 
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Mr. Cantiry: You are perfectly satisfied as to the safety of the bridge? — 


Sir Henry THornton: Yes. 


Mr. Rueu: The situation was that the bude was dangerous for highwa 
traffic. 


Sir Henry Tuornton: Not the structure itself, but the roadbed. 


Mr. Rue: It was too narrow. If a man were crossing the bridge and some 
reckless driver came along the other way and wanted to pass there was always 
a danger of a sideswipe; so we widened the highway. 

Sir Eucene Fiser: Can you give us any idea of the amount of rela te) 
track which has been done? 1 


Mr. Henry: In the year 1926-27. 
Sir Henry THornton: Somebody will make a note of it. - 


By Mr. Jelliff: 


Q. There is an increase in the quantity of rails. Have you anything here a 
to the new construction on the line?—A. Yes. 


Hon. Mr. Dunnine: That is in the accounts. 


By Mr. McLean (Melfort): 

Q. Before leaving this item, the Victoria bridge, does the railway chitin 

the whole of the $136,000?—A. That is part of the expense of maintaining the. 
bridge. 
Q. Part of the expense of maintaining ihe bridge for highway traffic?—A. 
Yes. The Victoria Bridge which crosses the St. Lawrence at Montreal carries 
the railway, the Montreal and Southern Counties tram cars, that compan 
being owned by the Canadian National, and there is a highway bridge whi 
carries vehicular traffic and on that we charge certain tolls. - 
— Q. It is a toll bridge?—A. It is a toll bridge. —- ; 


- Sir Evcene Fiser: On this item, do you say that it does not include the pay 
of the staff, that it is simply bridge’ charges. 


_ Mr. Henry: That is where it is chargeable, to Maintenance of Way. 
Sir Henry Tuornton: It is chargeable to Maintenance of Way. 


Mr. Povtior: Mr. Chairman, will you allow members of the ‘House wha 
are not members of this Committee to ask questions? 


The CuHarrMAN: At another meeting, Mr. Pouliot. 


Hon. Mr. Dunnive: If the question has relation to Maintenance of Way, - 
there is no reason why Mr. Pouliot should not ask it now. 


The CuarrMan: When we opened the meeting we decided to allow que 
tions to be asked as long as too much time was not taken up. Are there any 
more questions on Maintenance of Way? If ae we will start with Mainten- 
ance of Equipment. 


Mr. Henry: On page 4 we have: - 


Maintenance of Equipment. 


The comparative situation with respect to condition of equipment at the 
end of the year as compared with the previous year is: 


{Sir Henry Thornton.] 
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i 
Wiens it at Serviceable Servicea ble 
ih 1927 1926 
aan 6 a MUSES 2) CGS A ee 92-9 93-7 
ee STEIN BR ee ed ern ee een a 82-9 81-9 
“Maintenance of Byquampmlent Hxpensey NOG. cece U ls hl. eee ee ca ds $47, 447, 253 
~ Maintenance On biammpmentspense, M26 fo ee Ne le wes 47,321, 603 


Increase $125, 650 


_ Principal Increases— ) 
STEdi WoCOmuOtiVese-IRELINGINCNUS Oo.) ces iow ria sect ti afte die sles clebeg ce te $., (3453763 
LEA MMMOCOULOM VES RO AIES: saa cealei sc eu ekce tice wn ee ct eles oe 340, 751 
Freight Train Cars—Retirements. ..........--.. 2). eee e eee eees 222,585 
OP ai tin GUM MEMOS eo), ha tania VAM esis ce ewes Wa nen y nln eies 115, 246 

Principal Decreases— 
Bineisiibe dma WATS UREPRIES. ew eae p le dee eet gale ele rere ee eee $7 (D9, n00 
Work Equipment—Repairs........ 60. .eeteeeeeeeeetetede 216,139 
Passenger Train Cars—Retirements...........-.- 5-0: secs eee eet eee ees 118,555 


\ 
\ 


_ The increase in steam locomotive repairs is made up partly of-increase due 
o changes in rates of pay and the balance is due to more maintenance work 
erformed. 


There was an increase of six locomotives retired as compared with the 

evious year. 
‘There was a decrease of 388 in freight train cars retired and not replaced, 

ut as the book value was greater there was an increased expense. 

Equipment depreciation account on the US. lines increased in the year due 

to two new car ferries $54,000; additional locomotives and cars $57,000. 

The reduction in freight train car repairs has been made notwithstanding 

effect of increased rates of pay. The decrease is due partly to the larger . 

of reclaimed material, partly to increased efficiency and partly to less work 

cr ‘ 

Increased rates of pay caused an increase on account of work, equipment 

pairs. Charges to investment account for repairs effected, operated to produce 

ie decrease in total amount of the account. 

Passenger train car retirements were decreased by seven units less than 

ious year, retired and not replaced. 

The effect of various main factors on the total expense is: 

Mines nepnice Ol matenals (60.204. tt Woe a eee oe cy cee sey eae Dec. $ 759,000 

Changes in quantity of materials and miscellaneous...............-.-.-- Inc. 1,575,000 

Changes in Employees Compensation— 

TOEV HO) TEMP ARI CON To) ela als pees ee eras AG eee eee Inc. $ 362,000 


WINE TGRNOUTS VOR: hice tale ei coats bless de Dec. 1,033,000 
Accountancy items due to readjustment............ Dec. 20,000 Dec. 691,000 


Lan PeW Ee Cs aise Make gu qi Ay Bea ea ae aa Pe en Ine. $ 126,000 


4 
x 


\ There is a decrease in quantity of labour and material amounting to 
542.000 and after allowing for accidents the decrease is $565,000, whereas an 
nerease of $591,000 might have been expected in view of the relative trafic. 
‘Sir Henry Tuornton: Are there any questions any one would like to ask 
rding Maintenance of Equipment Expenses? 


‘ By Mr. Milne: 

_ Q. There is an increase in depreciation, not on our own lines?—A. We do 
charge depreciation on Canadian lines. We retire, and charge the retire- 
nto expenses direct. 


By \P Eugene Fiset: 

~ Q. May I ask if you have in your program for 1924-1925 a certain number 

ws especially for the Eastern Division; 300 of those cars were to be pre- 
aN : j {Sir Henry Thornton.] 


rs 
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pared for service during those years, and you were to give us the proportio: 
that had been provided for a former year. Is it possible to get that statement? 
—A. We will get that statement for you by to-morrow, if necessary. 


By Mr. Milne: 


(. Have you taken into consideration at all the protection of stock shipped 
in these slatted stock cars in cold weather?—A. That question has come up, 
but I am not in a position to say much about it. There has been a good deal of 
discussion with regard to the treatment of stock in transmission on railways: 
particularly. The practice we have followed is that generally followed by rail- 
ways on the North-American Continent. There has been discussion and some 
criticism of late, especially in the public press, and we are having an examina-. 
tion made of the whole position. I cannot answer your question off-hand, 
except to say that it is being given immediate attention. “ 


By Sir Eugene Fiset: 


@. While you are preparing this statement, is it possible to know what 
distribution has been made of these cars in the provinces of New Brunswick, 
and Nova Scotia and also in the Province of Quebec?—A. Yes, sir, we can get 
that. 


By Mr. L. Bell (St. Antoine): ’ 


Q. Under Maintenance of Equipment are locomotives being purchased 
in Canada?’—A. All of our locomotives required for use in Canada, are pur-- 
chased in Canada. All locomotives which are used in Canada, or intended to 
be used in Canada, are purchased in Canada. ene 

. Does that apply to other equipment also?—A. It applies to everything 
the company buys, that is, assuming that it can be found here. There may be 
some small items—I do not remember what they might be—there might be 
something required that we cannot get in Canada. But you may take it that 
everything which the company uses in Canada is bought in Canada. fe 


By Mr. Milne: ag 


Q. How do prices for locomotives purchased in Canada compare with the 
United States?—A. They are higher. Adak i. 

Q. Approximately how much?—A. I should say that if we bought a loco- 
motive in the United States for use in Canada, and paid the duty on it to bring» 
it into Canada, it would probably be somewhat more costly than if we bought 
it in Canada; but if you leave the duty out of consideration, I should say that 
locomotives can be bought more cheaply in the United ‘States than in Canada. 


By Mr. McLean (Melfort): 


. But for use on the American lines, leaving them in the country of origin, 
what would be the approximate difference between locomotives of the same type 
in the two countries, leaving aside the questions of duty and importation alto-— 
See We can get exact figures for that. I would not like to answer it 
off-hand. : 

Q. I would like to know the difference in the cost of railroading in the two 
countries.—A. You want to know the cost of locomotives, generally speaking 
in Canada, as compared with the United States? We can get that. 


Mr. Mitne: Better get the same information in regard to box cars. 


By Mr. McLean (Melfort): 


Q. You might as well give it to us on box cars and regular train equipment | 
—A. I will get it on motive power and rolling stock. ’ 
[Sir Henry Thornton. ] - 
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(). May I ask a question about the Pullman Company. Have they any 
ction over your lines?—A. We operate Pullman cars on through routes, 
nning into the United States, for instance, between Canadian points and 
rago, and between Canadian points and New York and Boston. 

‘I presume the Pullman Company get a royalty on that business?—A. 
( they furnish the cars. I can give you the details of the contract, if you 

Id like to have them. 

Q. They furnish the cars?—A. Yes, and maintain them and operate them, 
put we haul them. 


by Hon. Mr. Stevens: 


Q. ‘They get a royalty?—A. The public buy the tickets, and the company 
ts the gross revenue. 


By Mr. Jenkins: 


Q. It would be more profitable to operate them yourself?—A. I am not 
re about that. We operate our own sleeping cars between the principal points 
n Canada. The C.P.R. also have done that. It has been the general practice 
on both railways. I should want to retain that privilege. I mean if I were 
asked to sell to the Pullman Company, or let them take over our services, I 
pene feel that we ought to refuse. 


By Mr. Milne: 

—Q. The Pullman Company is not a subsidiary Company?—A. It is an 
pendent company, operating sleeping and dining cars generally, on the ' 
rth American continet, but chiefly in United States. 


By Mr. McLean (Melfort) : 
Q. They operate on your lines only where they cross the border?—A. 
Where they cross the border. That too, is a heritage which came to us. As a 
iter of fact the Pullman Company developed in a perfectly legitimate way 
d filled a legitimate want in the early days of railroading. The Pullman 
ompany in the first place, had the patents on sleeping cars, and in the second 
lace they had the capital to provide sleeping cars, which most of the railways 
me decades ago in the United States did not have, and in the third place their 
ping cars could travel freely over different railways. For instance, they 
Id run sleeping cars from Chicago to San Francisco, which might pass over 
e or four different railways, while if one railway owned its own sleeping 
, unless they came to some understanding on exchange of equipment there 
rould have to be an exchange of passengers at the boundaries of each railway. 
that an understanding was peeners into existence with the Pullman Com- 
pany and that has existed. 


By Mr. Jenkins: 
Q. They have given a satisfactory service ?— 
“Hon. Mr. Dunnine: Not any better than our own. 


By Mr. McLean (Melfort): 

Q. There is no competition?—A. There is no competition. 

. To say the least of it, it is no better than your own?—A. I would say 
vat our own is the best. 

‘Mr. Cantizy: From the beginning of the Intercolonial there was an under- 
ding with the Pullman Company which lasted for about twenty years. 
e years ago the Intercolonial took over the cars of the Pullman Company 
operated their own. 


{Sir Henry Thornton. ] 


Peay 
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By Mr. Bell (St. Antoine) : 

Q. One question with regard to Maintenance ‘of Way. Ties and co 
what is the policy of the company? Is it to buy by tender?—A. Practically 
everything the company buys is bought on tender. 


By Mr. Duff: ay 

Q. Open competition?—A. Open competition. When you come to the 
purchase’ of ties, you cannot always pursue entirely the policy of open tenders, 
but we fix a certain price for ties, which we think is fair, and which is generall 
as satisfactory as anything can be. Then we try to apportion the ties in 
accordance with the ability of the producers to produce. 


By Mr. Cantley: 
Q. You beat the poor contractor down to the lowest?—A. Our busied 
is, not to waste money, Colonel Cantley. - 


By Mr. Beil (St. Antoine) : 

Q. What about loss by accidents?—A. Well, after all, the Lord is a very 

valuable ally. You may at any time have one ‘accident which might cost a : 
million dollars. It is queer the way the thing goes. ie 


By Mr. Cantley: 

Q. Any decrease is largely due to the improvement of the roadbed?—A 

As a railway improves its roadbed and becomes more efficient, automatically its 
accidents are likely to decrease. 


Mr. Cantury: I think you can very well take credit for it. 
Hon. Mr. Dunnrne: Not altogether. i 
Sir Henry THornton: Wait a minute Colonel. You have been giving us" 
too much credit. The increase in accidents was only 23. It is the differenc 
between 542 and 565. However, I am using every effort. 


The CuHatrman: Are there any further questions, about maintenance | 0. 
equipment? If not, we will pass on. 


By Mr. McLean (Melfort) : 


Q. We were talking about ties a moment ago; how many do you us 
throughout the Dominion? 
Sir Henry THornton: How many do we use on the railway as a whole 

Q. Yes?—A. I will tell you in two minutes. 7,697,000 last year. 

Q. You did not find any difficulty in tie purchasing last year because the price 
was reduced?—A. No, we did not find any trouble. There may be a local trouble 
here and there, but generally speaking, there is no trouble. 


By Mr. Milne: \ 


Q. Do you find it economical to treat your ties with creosote?—A. Yes, we 
are advancing as rapidly as we can in the employment of treated ties for ‘tw 
reasons; first, because it is economical, second because it tends to conserve th 
timber supply of the Dominion. y 


By Sir Eugene Fiset: 


Q. To what extent did you use hardwood ties last year’?—A. I will have to 
get that. Do you want to know how many hardwood ties we used? 
Q. It does not matter—A. I think maybe we can get that for you. . 
Q. You did give us the information last year?—A. Last year we used 
2,197,000 treated ties, and 5,500,000 untreated ties. i 
Q. Were those eee S| No, they would not be hardwood. I have th 
_ answer to your question. 
[Sir Henry Thornton.] 
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iis Hardwood ties purchased last year amounted to 1,459,000. 
Evcenn Fisnt: Out of 7,000,000? 
Mr. Henry: Out of 7,000,000. 

Ion. Mr. Dunninc: None of the treated ties are hardwood? 
r Henry Tuornton: Yes. 
r Eveens Fiser: May I ask if you have used both birch and maple. 
Mr. Henry: We have used both birch and maple. 
Sir Eucrene Fiser: There is a demand for the information. 

Mr. Henry: We used last year, soft wood ties—those are purchased ties— 
u can take it as approximately 5,000,000 jack pine, 428,000 British Columbia 
173,000 hemlock, 600,000 cedar, 400,000 tamarack, 16,000 spruce, 831 poplar, 
/pondasa pine, making a total of soft wood ties of 7,480,000. 
Of hardwood ties we used: ‘chestnut 20,500, white oak 117,000, treated red. 
: 112,500, treated hardwood 112,500, red oak 111,000, beech 219,400, birch 
300, maple 251,000, making a total of 1,459,000, or a grand total of 8,939,000. 
_ Mr. Power: What proportion did you buy from dealers, and what propor- 
ion from settlers? » 
Sir Henry Tuornton: We can get that if you would like to have it. 
Hon. Mr. Dunning: There are those who produce the ties as settlers and 
se who produce the ties as dealers. 
Mr. Henry: Settlers direct is what you have in mind. 


By Mr. Jelliff: sa 

What is the difference in the life of a tie, as between a hardwood and a 
tie? , a 

ir Henry THorntTon: The life of a tie depends partly on the ravages of 

ure and partly upon the traflic. In a very general way, you can say that a 
rood tie will last ten years under an average amount of traffic. 


~ By Sir Eugene Fiset: 

Q. And a treated tie?—A. A treated tie is good for something like eighteen 
rs, maybe more. Sometimes you get such heavy traffic conditions that the 
ars out mechanically before it rots out. 

{ 


By Mr. Jelliff : 

Q. What is the difference in the price?—A. The average cost, Mr. Jelliff, 
reated ties last year was $1.46, and the average cost of an untreated tie was 
ents. : 
© By Mr. Milne: 

Q. Do the ties last longer when treated?—A. Yes. 

- How much longer?—A. I should say it would add a couple of years, 
cause there is less moisture around the base of the tie, and less inducement 
eal 

By Sir Eugene Fiset: 

. When preparing the statement for Colonel Power is it possible to obtain 
roximate number bought from settlers through your local station agents? 
‘do not know whether we can get that or not. We can try, and see what 

n do. 


| By Mr. McLean (Melfort): 


_Is that method followed?—A. Which method? 
es [Sir Henry Thornton.] 


Q. Of buying roe your Pe A, 
one spoke of that, but I thought he was wrong although I did not hap 
know positively. I doubt whether we are buying any ties through local st 
agents. 

Q. Last year you gave every possible encouragement to the settlers to. 
directly with you?—A. We tried to. ns 

Q. Can you tell us what machinery you utilized to bring that about aa 
We will have to get that for you by to-morrow. 


By Mr. Duff: 


Q. Is there a man named Grant who comes from Nova Scotia to bug tie 
—A. Mr. MacLaren is our agent. ~ ’ 


The Committee adjourned at 1 p.m. te meet at the call o the Chair. 
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Moa April 17 : 


The Select Standing Committee on iatleraye and Shipping, owned, ope 
and controlled by the deep ay leave to present the len 
Third Report:— - 


Your Committee, to which was referred Bill No. 204, An Act respectin 
Toronto Terminals Railway Company, have taken the said Bill under Cpe 1 
tion and have agreed to report the same without amendment. 


All of which is respectfully submitted. 
W. T. GOODISON, — 


— 


MINUTES OF PROCEEDINGS 


ee Room 429, House or Commons, 
: Tuespay, April 17, 1928. 


Select Standing Committee on Railways and Shipping, owned, operated 
ontrolled by the Government, met at 11 o’clock, a.m., the Chairman, Mr. 


-Messieurs: Cantley, Chaplin (Hon. J. D.), Duff, Dunning (Hon. C. A.), 
(Sir Be); egisbts) Jelliff, Jenkins, McLean (Melfort), Milne and Stevens 


Sir. Henry Thornton, President, and a number of the official staff of the 
adian National Railways were in attendance; also several representatives 
-Department of Railways and Canals. 


The Chairman announced that the first matter to be taken up would be 
No. 204, An Act respecting The Toronto Terminals Railway Company, 
had been referred to the Committee for consideration. 


‘he said Bill was considered, adopted without amendment and ordered to 


statement comprising questions that had been asked at the previous 
sting, held on March 22, with detailed answers to the various questions was 
ubmitted by the Chairman, discussed again by the Committee and ordered 
incorporated in the evidence. 


‘The Analysis « of Accounts of the Canadian National Railways, which was 
der consideration at the previous meeting of the Committee, was again taken 
page 5, where interrupted at the adjournment of the Committee. 


Sir Henry Thornton as witness, the Committee considered the following 
ects and items, in successive order:— 

‘Maintenance of Equipment, Traffic, Transportation, Miscellaneous, General, 
portation for Investment Cr. 


Eastern Lines, increases and decreases for years 1926-27, on which there 
eneral discussion. 


he Annual Report of the Canadian National Railways System was then 

before the Committee, and under the heading of Railway Operating 
we and Expenses, the following items were discussed in detail, viz: Items 
152, pages 16 and 30. Reference was again made to Hastern Lines state- 
t, page 3, under the heading of Railway Operating Revenues and Expenses, 
1s 101 to 143 were discussed, in order to conclude the items under this head- 


ana 


being about one o’clock the question of the next meeting arose. After 
on, Mr. Dunning moved, that the Committee meet again to-morrow, 
esday, at 11 o’clock, a.m., and then decide as to further meetings. 


Committee adjourned. | 


af 
MINUTES OF EVIDENCE 


ComMiTTEE Room 429, 
Housr or CoMMons, 
Turspay, April 17, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
the Chairman, Mr, W. T. Goodison, presiding. 


The Cuarrman: Gentlemen, the first thing we will take up this morning is 
204, “ An Act respecting the Toronto Terminal Railway Company.” Copies 
this Bril will be distributed to you shortly, but I will read this to you now. 


; His Majesty, by and with the advice and consent of the Senate and 
House of Commons of Canada, enacts as follows: — 


1. Subsection three of section 15A of chapter one hundred and seventy 

of the statutes\of 1906, as enacted by section one of chapter twenty-eight 

of the statutes of 1925, is hereby repealed and the following substituted 

_ therefor: — 

(3) The Canadian National Railway Company may issue, in addition 

to the security issue authorized by subsection two of this section, bonds, 

debentures or other securities to an amount not exceeding ten million 
five hundred thousand dollars to be used,— 

(a) In the purchase at par of securities issued by the Company not 
exceeding, together with the securities purchased under the pro- 
visions of subsection two of this section, one-half of the total 
securities to be issued by the Company _ the purpose of its 
undertaking; 

(b) In defraying the cost of portions of the said Naaduct and Works, 
which will not be included in the works to be owned by the 
Company and will have to be constructed for or by the Canadian 
National Railway Company itself, and in defraying the cost of 
other railway facilities necessitated by or incidental to the con- 

- struction of the said viaduct and works. 


ah Mr. Dunnine: Mr. Chairman, it will be remembered that in the House 
Commons I moved that this Bill be referred to this committee in order that 
officers of the company might be available to give such information as the 
mittee might desire with respect to the Toronto terminal project, and with 
ect to the increase in authority contemplated by the Bill. That was acceded 
mn the ground that inasmuch as the evidence of this Committee is recorded, 
I ation which is here obtained from the officers will be available to the 
embership of the House of Commons generally. Really, the whole Toronto 
rminal matter is before this Committee for examination of the officers in any 
they may see fit, and probably, to start the ball rolling, the first question 

properly be “ Why the increase from $7,500,000 to $10, 500,000?” 
ir Henry THornton: The amount of money asked for is for certain works 
are ancillary to the construction of the Toronto terminal, and which have 
out of the Toronto viaduct proposition. For example, it was necessary 
onstruct for the exclusive use of the Canadian National Railways an engine 
and a number of other things of that character have been necessary and 
e been occasioned by the Toronto viaduct and the new Toronto terminal. 


. Jerr: What was the cost of the new engine house? 


i Brown: The engine house and coach facilities, about $2,000,000. 
ey [Sir Henry Thornton.] 
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Ree 
Sir Henry THornton: In addition to the engine house there was an 
tional express house and express facilities; there were offices for the Can 
National Railways, which represented $300,000. The first item, “ express fa 
ties,” amounted to $346,000. There was also a power house, which was 
originally included, which represented $665,000. That totals $1,306,000. 
the adjustment of our relations with the city, the city was unable to bear 
large a proportion of some of the expenses as we expected, and that had to 
cared for. There was also a difference of about $1,000,000 in regard to la 
We expected to get about $3,000,000 for certain lands we were going to sell, 
we only got $2,000,000. Briefly, this represents necessitous work which had 
be done as growing out of the construction of the Toronto terminal. 
Mr, Jevurrr: Work not contemplated in your original arrangement? — 
Sir Henry Tuornton: Partly not contemplated, and partly under-e 
mated. 
Hon. Mr. Stevens: Does this $10,500,000 represent the total investment o 
the National Railways in the Toronto viaduct? ’ ; 
Sir Henry Tuornton: No, the total cost of the Toronto viaduct— : 
Mr. Brown: It will be about $17,500,000. 3 3 
Hon. Mr. Srevens: The National Railways’ participation will be abou 
$17,500,000? A 
Sir Henry THornton: Eventually, yes. 
Hon. Mr. Stevens: Including the station? 
Sir Henry THornton: Yes. 
Hon. Mr. Stevens: All the terminals? 
Sir Henry THornton: Yes. 
Hon. Mr. Stevens: And the viaduct? 
Sir Henry THorNnton: Yes. i 
Mr. Mine: Has the C.P.R. a like amount invested as compared wit 
the ‘C.N.R.? : se 
Sir Henry THornton: I should think approximately, yes. ; 
The Cuarrman: The proportion between the two you would say is abou 
half and half? : 
Sir Henry THorntTon: Yes. 


Hon. Mr. Srmvens: Is the seventeen millions in addition to the ten a: 
a half? 


Sir Henry THornton: No, the seventeen million is the total. 


The CHamrrman: The ten and a half million dollars is included in 
Seventeen? 


Sir Hpnry THornton: Yes. Rh 


Mr. McLean (Melfort): Did the city agree to pay a larger proportia 
than they are now paying? . 


Sir Henry THornton: I do not think they did. 
Mr. McLean: You just expected they would pay more. 


Sir Henry THornton: Yes. Of course, when a project, of this sort 
starts, you have to make certain assumptions. Some of these assumptio 
involve the cost of the additional land that will be required; some of th 
involve the credit that you may get for land that can be diverted to o 
Durposes, and not needed for the viaduct; and another supposition that 


have to make is what the division of the cost will be between the railway 
(Sir Heury Thornton] 2 


o, S AND SHIPPING 25 


ne and the city on the other. Those have to be estimated originally 
best of your ability. They are difficult to estimate, and sometimes they 
t n out as you expect them to. 

r. McLean (Melfort): ‘You had no agreement with the city that they 
carry a certain aggregate amount or a certain percentage of the cost? 
Sir Henry TuHornron: We had a general agreement with the city. 
Hon. Mr. Dunning: You got the authority here to negotiate the agree- 
ms. 
Sir Henry Tuornton: Yes, that is right. 
Hon. Mr. Dunnine: And the agreement was negotiated upon certain 
umptions? | 
Sir Henry THornton: Yes. 
Mr. McLean: If the agreement was negotiated as Sir Henry states, on 
he assumption that they would pay so much, was there an aggregate or a 
rcentage of the amount agreed upon? That is what I should like to under- 
stand. Was there such an agreement? 
. Sir Henry THornton: There was an agreement with the city as to about 
~ how much they were to contribute, and then as we proceeded with the work, 
a whole lot of unforeseen things developed in connection with it, and with our 
: negotiations with the city. 
mo Mr. McLean: Are they paying what they agreed to pay? 

Sir Henry Tuornton: Yes, the arrangement with the city is Sonera 
amicable, and there is no contention. 
_ Sir Eveenn Fiser: Does the same agreement exist between the: C.P:R., 
and the city also? 
_ Sir Henry TuHornton: I suppose they have an agreement with respect 
to matters which relate to themselves, and of course, they participate with us 
our joint understanding with the city. 
Sir Evcene Fiser: That is a tri-partite agreement? 
_ Sir Henry THornton: Yes. 


‘Hon. Mr. Srevens: Where is the other seven millions provided fot, Sir 


Sir Henry THornton: The additional? That, we will bring up next 


Hon. Mr. Stevens: It is not yet asked for? 


= Sir Henry ‘THORNTON : No, we are merely asking for what is necessary 
‘carry us through this year. And, we will be able to see a little more clearly 
year what we want to do, but ‘this merely carries the work until the next 


ssion of parliament. 

Mr. Cantiey: This is not final then? 

Sir Henry THornton: No. 

_ Hon. Mr. Stevens: The total cost is now estimated at seventeen millions, 
and I was asking where the balance was to come from? 

Sir Henry THornton: That will have to come next year. 

Hon. Mr. Stevens: You are trusting to the good nature of Parliament? 

Sir Henry Tuornton: We feel that we can always rely upon the fra- 

influence of a Parliament with respect to the Canadian National. 


‘Hon. Mr. Sreven3: It is a good thing to lean on all right. 
bre {Sir Henry Thornton.] 
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Sir Henry THornton: I may say this, Mr. Stevens: If we come to Par- 
liament and have a clear case, and can prove our case, we feel that we will 
get fair treatment. If we cannot prove our case, we do not deserve it. 


Hon. Mr. Stevens: I asked the question because I thought it had already 
been voted or was coming from some other source, but the real answer I ta 
it is, that you will come back next year, or At some future time, for the balance 
of the vote, whatever it may be. 


Sir Henry THorNToN: Precisely. 


Hon. Mr. Dunninc: But, the seventeen million dollars includes not only 
the costs of the Toronto Terminal Company, but all the costs of the CN Ra 
of works necessary to fit in outside the area covered by the terminal, to fit in 
with the terminal scheme. : 


Sir Henry THoRNTON: ‘That is so. 

Hon. Mr. Dunning: And that might be provided for by this legislation, 
or the regular budget? ~ / q 

Sir Henry THornton: Yes. z 


Hon. Mr. Dunning: In so far as it is covered by the area outside the 
terminal scheme. 


_ Mr. Cantey: I presume you are including the replacement of buildings. F 
or sheds you had somewhere else? eo. 
Sir Henry THornTon: Well, we had an engine shed ; 1t would be per- — 


haps stretching a point to call it an engine shed, it had got into pretty bad 
shape, and it had to be rebuilt. 


Mr. Cantiey: The shed would belong to the former Grand Trunk? 

Sir Henry THorNTon: Yes. 

Hon. Mr. Dunninc: That seventeen and a half million also includes the 
original shed and station cost which was invested before this agreement? 


Sir Henry Tuornton: Yes, that represents our total costs, partly from | 
the joint terminal arrangement, and partly for certain constructions which were 
forced by the new terminal. 


Hon. Mr. Dunning: I thought Mr. Stevens was under the impression — 
that you contemplated coming back for seven and a half millions more? oa 

Sir Henry Tuornton: No, I did not get that. ae 

Mr. McLean (Melfort): I suppose most of this money asked for now 
has been already expended under the previous legislation. : 


Sir Henry THornron: I would ask Mr. Brown whether we have spent it 
all or not? 


_ Mr. Brown: No, there is still a balance unexpended. 
Mr. McLean: Of the seven and a half million? 
Sir Henry THornton: Yes. 
Mr. McLean: But the great bulk is spent, of course? 
Sir Henry THornron: As a matter of fact, to make a short-cut to it, 
something is due to the Toronto terminal itself; it is partly expenditures which 
necessarily were forced by the construction of the terminals. For instance, 
we had to have a new engine house. Well, we have to have a new engine 
house, we could not get away from that; there must be some place to put the 


ee 


- engines. ‘ 
Mr. Durr: I move that Clause 1 carry. , 


Mr. Jevurr: I would like to ask Sir Henry if he can tell us aporow 
imately when the work will be completed? 
[Sir Henry Thornton.] ~ 


es 


- 


Brown: In about two years more. 
Cuairman: Is Clause 1 carried? 
arried. . 
“The Cuarman: Shall we report the Bill? 
‘Some Hon. Mrmsprs: Yes. 
Sir Henry Tuornton: Mr. Chairman, there were certain questions which 


re asked at the last meeting of the Committee, and we have these answers 
2. Will you give those answers, Mr. Henry, please? You have prepared 


em. : ; 
Mr. Henry: Colonel Cantley asked: 

What portion of the line from Moncton to Halifax is double 
~ tracked? 


The answer is: 


Miles 

Bema WVinicgr Junction, 4.3... .. ..°.. .<..15°93 
Semmens oy ee ogg 
Serie Junction to Mactan... .. .... .. .. <.*.. 8/85 
Painsec Junction to Moncton order board.. .. .. .. 7.08 
away Mmilleaze double track... ... 7... .2°... 39.55 


‘Sir Eugene Fiset asked: 


What is the program for equipping cars for potato service and 
providing them with heaters? How many of these cars have been condi- 

_ tioned and equipped with heaters? What is the distribution of these cars 

in Nova Scotia, New Brunswick and Quebec? 

Answer: 

Eastman Heaters—188 cars. A charge, in addition to the freight 

_ rate, is made for the use of these cars and 14 cents per mile for heating. 

These cars have heaters permanently installed. 

Lined Potato Cars.—196 cars. A charge, in addition to the freight 

_ Tate, is made for the use of these cars, and they are heated entirely by 

shippers. 

Refrigerators——50 cars, specially lined on orders of the Board of 
Railway Commissioners, for use from points in the Maritime Provinces 

to Atlantic Ports. A charge, in addition to the freight rate, is made for 

_the use of these cars, plus a special charge for their use, as authorized by 

the Board. If heating is requested, a charge of 14 cents per mile is made 

- in addition. Heating is accomplished by the use of portable heaters. 

ne Refrigerators.—2,880 cars, for which a charge, in addition to the 
freight rate, is made, also a charge of 14 cents per mile for heating if 

same is requested by shippers. This is also accomplished by portable 
heaters. : 

With the exception of the 50 specially lined refrigerator cars, all cars 

are distributed over the whole potato loading territory. 


EUGENE Fist: May I have a copy of that? 
Henry THornton: It will-be published in the minutes. 


r Eveenn Fiser: I would like a special copy. : 


Henry THornton: See that General Fiset gets a copy for his own use. 
: [Sir Henry Thornton.] 


Mr. Henry: Colonel Gales an Oa 5 i 
What is the mileage of wooden ee on the Western R 
what replacements or betterments were made last. year? 
We have given a statement here of the whole system. ‘This is ra 
we statement. Do you want it by regions, or simply the system situations 
: Mr. Cantey: If you have it there, I will get it later; if you will p 
the minutes. ee 
Sir Henry Tuornton: Then we will hand it in to be published 
minutes. ee 


a - {Sir Henry Thornton.] 


ir Henry Thornton.) 
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Mr. Henry: Mr. McLean (Melfort) asked: : a 
What is the cost of locomotives and cars, passenger and freight, of 

the same type, in the United States, compared with the cost in Canada. 
leaving aside the question of duty? 


Here is a statement which perhaps might go in to the minutes. 
Sir Henry THornton: Does Mr. McLean want that read? 
Mr. McLean: As long as it goes into the record, it will be all right. 


Answer: 


Comparison of cost of locomotives and cars, passenger and freight, of the same 
Type purchased in the United States, as compared with similar equipment 
purchased in Canada, exclusive of Canadian import duty and sales tax. 


* 


Locomotives: 


1924: 21 Type 4-8-2 Passenger, Canada, $75,000 each, C.L. Co. = 

1925: 5 Type 4-8-2 Passenger, U.S.A., $56,850 each, B.L. Co. _ 

1927: 40 Type 4-8-4 Passenger, Canada, $94,250 each, C.L. Co. & M.L. 
C 


0. 
1927: 12 Type 4-8-4 Passenger, U.S.A., $83,500 each, A.L. Co. 


Increase in cost, 1924 to 1927, due to increased capacity of locomotive and 
improvements in design, 


Freight Cars: 


1927: 750 40-Ton steel firame box auto cars, Canada, $2,800 ‘each, 
\ N.S.0..&, BiG ee oe 

1927: 1,000 40-Ton steel frame box auto cars, U.S.A., $2,180 each, PS 
Co. ‘ 


< 
. 


Passenger Cars: 


1919: 80 Steel colonist cars, Canada, $32,500 each, C.C. & F. Co. 
1919: ~ 50 Steel colonist cars; U.S.A., $24,000 each, P.S. Co. : 
1928: 50 Steel colonist cars, Canada, $35,000 each, C.C. & F. and N.S.C. 
1928: 50 Steel colonist cars, U.S.A., $26,000 each, P.S. Co. - 


Work Cars: \ 


1927: 100 Convertible ballast cars, U.8.A., $2,600 each, PS. Cases 
1928: 300 Convertible ballast cars, Canada, $3,150 each, C.C. & F. 
and N.S.C. mee 


Increase in prices 1919 to 1928 principally due to increased price of lumber 
and improvements in brake equipment and interior equipment, and fittings. 


Mr. Henry: Major Power asked what proportion of the ties were bought. 
from dealers and what proportion from settlers, during 1927. x = 
Hon. Mr. Stevens: What are the totals of that, just roughly? 


Mr. Henry: The totals were: Manufactured ties 8,835,457; from settlers: 
— 104,811. Boe 


Hon. Mr. Stevens: The statement goes in, I understand? 
Sir Henry Tuornton: If it will be all right, that may go in. 


[Sir Henry Thornton. ] 


: j Manufacturers Settlers 
“Repion— ties ties Total | 
Prince Edward gt a ole fei sae AASB ee rene 4,488 
fn Nova. Scotia... ee et on 498.350 3,658 437,008 
ie. (New. Brunswick. . Recaro va, & 604,133 5,874 610,007 
Pee POUeheGy vaumy. Gries Naa cat eae ies 10,668 176. 10,844 


Total... reeds.) 1,052,639 9,708 1,062,347 


Central Region— 


Wuenece nye, ese ae 506,185 3,067 509,252 
Ontario. 2-2: Hee Dekel ida Sear Ene 1,776,911 7,228 1,784,139 
Nee Virginia. . el nS See Pe ZOO B iter gue. cae 20,226 


ENG allvar Vinee ustey ce Vista et ss 2,303,322 10,295 2,313,617 


Ne aiesteve See ee 


Ont Ree etre cue ey ele ur cc eine 999,753 ily 999,870 
Scere am ui atae Guay Vere wets St 38,095 AME 38,812 
MIME Soba ce er eters kek w e pA Sr 1 aor RI oe oN 125,450 
Mapkatchewame niin syn wlan ete cise: 349,217 768 349,985 
sATberta.. % « lh A a 1,255,878 12,188 1,268,066 
British Columbia, 0) 3. silted sets 1,966,103 71,018 2,037,121 


Motalea ee ek a 4,734,496 84,808 4,819,304 
Peele Wieatern 6 ors t c. eee TOO vires 745,000 
Ghandutotale. 2.0 8,835,457 104,811 8,940,268 


i 
scr X 
Mr. oaks Sir Eugene Fiset asked: 


. How many ties were purchased from settlers in 1927 which were 
_» bought through local station agents? 


he answer is: a 


No ties are patent through en ‘station agents. It would not be 
practicable to do this because the station agent has no means of 
inspecting ties, and any ties which would be offered would usually be 
located a long way from where a station agent could supervise this work. 
We have a staff of tie inspectors who inspect all the ties we buy. 

We accept all the ties offered to us direct by settlers. Copy of our 
advertisement which appears continuously for two weeks in all important 
“newspapers throughout the country at locations where persons would. have 
any interest in our tie business is given. 


Mr. McLean: Would a question be in order at this point? 

_ Sir Henry THornton: May I just ask General Fiset if it is sufficient to 
put a copy of that in. 

Sir Evcene Fiser: That will ae quite sufficient. It does not answer my 
question, but that does not matter. 

-Sir- HENRY THORNTON: We will try to answer it; if we have not eed 
it we are sorry. 

_ Sir Evcene Fiser: That is all right. 

Mr. McLean: Will a question on ties be in order at this point? 
Sit-Henry THornTon: -That is for the Chairman to say. We 4re in the 
hands of the Committee. We will try to answer everything put to us. 

Mr. McLean: ‘The answer reads says that you accept ties from settlers 
whenever offered or as many as are offered. Just. what machinery have you 
ecepting these ties? 

Sir Henry THornton: Mr. Vaughan will perhaps explain that to the 


ae f {Sir Henry Thornton.] 
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Mr. VaucHan: We have inspectors all through the a hie: : 
and if a settler advises us, or one of our chief inspectors, or regional tie ag 
that he has ties to offer us, we immediately send out a man to inspect th 


and we accept them there. 
Mr. McLean (Melfort): How do you fix a price on them?- 
Mr. Vaueuan: We fix a definite price in every region for settlers’ ties. 
Me McLean: What is the difference between settlers’ and contractors’ 
ties? 
Mr. VaucHAN: It amounts to about six cents a tie; six to six and a half. 
I do not just remember off-hand. se 
Mr. McLean: But a settler ean write direct to one of your special agents? 
Mr. VaucHan: Yes, we never refuse to take a tie direct from a settle 
Mr. McLean: And your inspector goes and inspects the ties? 
Mr. Vaveuan: Yes. While we show number taken directly from settlers, 
we probably get a million ties additional, of settlers’ ties, through contractors. 
The settlers do not sell to’ us direct, because the contractors finance them. 
Sir Eucene Fiser: Do you mean to say you answer every inquiry i = 
you receive even if sent through members of Parliament? te 
Mr. VaucHan: We do not get any inquiries through members of Par- - 
liament. 
Sir Eucenr Fiser: Do not be too sure of that. 


Sir Henry THornton: I might put it this way: that if any member. of 
‘ Parliament has any questions to ask with respect to ties or anything else, he — 
usually writes to me. I endeavour to get an answer to that question from “the < 
officer who is in charge of it, and reply to him. I do not know of any instance — 
in which we have neglected to make a reply, and incidentally, I may say,, that 
the answers to questions are numerous. 

Sir Eugene Fiser: I think I have written on a, few occasions, at ii did 

not write to you, of course; I wrote, I think, to the Vice- President, and my 

letter was referred to the Purchasing Branch as far as ties were concerned, but : 
_ I never got any answer. ae 

Sir Henry Tuornton: Whom did you write to? 

Sir Eucener Fispt: Mr. Hungerford. 

Sir Henry THorNntTon: He is a busy man; you ought to have written i 
me; I have not anything to do but answer letters. I would say this; that as a 
general principle any member of the House of Commons who has any question 
he wants to ask, if he will write to me, I will do my best to get him the answer. — 


The CuHatrman: Gentlemen, if you have no further questions, when we 
left the analysis at our last meeting we were at page 5. Shall we go on? ae 
Sir Henry Tuornton: ‘There is one more question, Mr. Chairman. 
Mr. Henry: Colonel Cantley and Sir Eugene Fiset asked for a classifi- 
cation of the expenditures made on the Atlantic region last year. The question 
was: = 
ee Tuornton: May I file the statement, to be published in th 
recor ; 
Mr. Henry: (Reads): : 
What is the classification of the annie made on the roa 

Lines out of the budget for betterments for the eo ending Decem e2 


31st, 1927? 
[Sir Henry Thornton.] 
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ifax and Southwestern Railways 
Canadian National Railways 
Inverness Railway 
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CANADIAN NATIONAL RAILWAYS 
Eastern Lines (Atlantic Region) 


SumMary or Capriran EXPENDITURES 


Year 1927 UnpER ENGINEERING CLASSIFICATION 


ed statement of capital expenditures, according to 
Tins ifications, made on the Atlantic Region, for the year 
7, including:— - — 


RECAPITULATION 
Expend. 
‘ Expend. Amount Retire- less retire- 
: Account applicable charged ments of ments 
Corporation No. to invest. to Optg. Jesroh on Wage applicable to 
in road and Expenses to Capital | investment in 
: equipment ‘ Account road and 
3 equipment 
$ cts. $ ets. = §* cts. ao Scots: 
Bee a crs 8 701 | 3,800,154 79 | 1,035,022 35 | 1,583,783 05 | 2,216,371 74 
och ec ae gpa 701 124,803 97 28,462 49 251,631 O07 126,827 10 
701 DBO dada acura ee cs 1,750 58 8,133 87 
701 
ne ah SES: Ci ai ERE ee a 3,934,843 21 | 1,063,484 84 | 1,837,164 70 | 2,097,678 51 
702 Ol hla 0 11,694 73 11,805 28 39,870 49 
: 702 BSS eae cere rer es Aart T 651 38° 
Account UNG Ec e tte te ec ot 52,827 15 11,694 73 11,805 28 40,521 87 
os. 701, (i pa ec a AS can aah Aan 3,987,170 36 | 1,075,179 57 | 1,848,969 98 2,138,200 38 


[Sir Henry Thornton.] 
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CANADIAN NATIONAL RAILWAYS Oe 
' Eastern Lines 
(Atlantic Region) 
CANADIAN GOVERNMENT RAILWAYS 


Summary or CapiraL ExPENDITURES 


Account No. 701 Year 1927 under Engineering Classification 
‘ Expendit 
Expenditure’ Retirement ; 
o iG applicable ere = oe . | retir 
nit or nit te) charge ‘operty 
Group Class of Work Number or Investment; to. | Credit 
to be used] Number] in Road | Operating to Tnve 
and. Expenses Capital 
Equipment Account 
{ Equipm 
$ cts. $ cts. $ cts. 
1A _ | New lines constructed..............-+-- No. & Mi. 
B_ |New lines acquired.............. “e . 
Gieline diversionsi.; 950.5208 eer ; Pditerscil laut minh ote Kaibn neh nerd Lo17D 16 |G Sa. 2s ca i ee 
D_ |Double tracking. . F o 
2A |New rails and fastenings..... .|. Miles 1163] 938,794 49] 511,533 13) 824,443 64 
B ‘ s 126| 412,855 87] 176,082 63) 304,816 22 
Cc No. 609,464] 193,700 75 10,856 94 2,475 00 
7 D % 35,050 9,498 OO}......- sree ceeeeeenece 
4A Cu. yds. : 
© |Slag ballast ee te'bo0| *s%000 Oo] 112008 86|"- 222s: 
ag ballast........ 5 : 00 OOS O62 ors cares 
5 A  |Widening outs and fills ; ms 
or Realing rock cuts... ; rae of I 1 ny ifad SR As em ena ol (omen ieee: - 4 
DITA te ce fete aoe eer .| Cu. yds. 2,491 TOE UE eee wink wel Heel tera 
B_ |Retaining-walls and er | Lin. ft 
TA | Ditching... ....... 06.1 .ees- Cu. yds. ~. “4 
A nee drainage. 1 ft. ai 19.088 a oi s 100 00} 
OWELSisit5 fererm aucien seam es oO. 1003 89) , 634 12 500 00} — 
8A | Highway and farm crossing: tS 19] 11,687 665 144 00 120 06 
B_ | Roadways and paving NiG&s.Y. 11-14, 344 15,161 98 9,348 34] 10,576.96 
9 = a oa fence.. Nae oan ve th ee ee aor “0 a 
ow/fence: . ../. . tia; as in. ft. ; y } 
10 A |Large freight terminals. ,.. oO. A) SS8650! LE ae. ORAS 5. | i ee 
B_ |Large passenger terminals....... 5 Ya 3} 661,186 89] 102,135 61 715293 51} - 
11A |Other yard tracks and public bi S ay 
SIGINGS.. 2... 0. eee wee eee eee ees .| N. & M. 47-6] 144,543 41 8,422 39) 11,358 72 
B Passing tracks Aion Bee ‘i co 12-13 36,214 52) 6,077 42 6,345 63} 
ia ee ee [ox | aS Sana ee 
oadway miscellaneous......2.......-- oO. 7 : Z 67 
13A |New steel bridges or the replacement’ i pee Q 
with concrete or steel bridges......... 9} 27,067 74, 18,515 64] 12,699 00) - 
B |Culverts, new or the replacement re 
thereons vacatiy sas ceeiie (aie seers eS 110} 30,589 59 11,851 81 8,129 80 
C_ |New timber bridges and trestles or re- 
placement of existing timber bridges' 
or. trestlesam kind eos se ees No. & L.| 5-617 ft. 14,738 01 10,028 97 8,913 00 
D |Replacing timber bridges and trestles / ; 
‘with culverbiand) fillies oes aera mene No. & L.|7-1,916 ft. 44,284 86 17,815 47 17,161 00) 
E_ |Replacing timber bridge and trestleswith 
a Barer concrete or steel bridges. . . eS 1-147 ft. 11,546 67 2,522 28 2,440 00 
Linnelse oi ee ee oe oe een 0. 
15 A |Protection or elimination of grade cross- : 
ings by diversions...........--+....++ ce il 750,00]. ccc. coos] ace eee 
B_ |Protection or elimination of grade cross- 
ings by subways or overhead bridge. . ce 2 604 58) 236 26) 500 00 
C |Replacement of present overhead 
IDNIG PERS. cea ere attack Mec selene g 
D_ |Highway crossing protection by gates, 
flashing lights, wigwags, etc.......... ee 13 7,654 67 6,374 08 6,250 00} 1 
16A Other station and shelters..... h ¥ 29) 104,013 34 22,996 58 19,910 95 84. 
is i ed Se re aot : i 4 age a ie a 8,082 40 1 
D_|Section dwellings and bunkchouses.......J “= | ~ 11] 7,325 38 447 79] 1,780.00 5 
SEL OPI A Sys keer een oc seers 4 24 12,397 37 1,624 
F {Buildings (miscellaneous)... Ky 35 29,787 76) 7 oad ii 22 cee a ce 
G_ |Express facilities on railway. “| No. of I. al) aet77 81 73 94 {Fe 00s 
Ae S| Drackiscalescssyeveusse seat Case cece <m No. 3 9,363 42 1,450 18 130 00) 9 
2,980,194 26! 974,863 38'1,387,920 21 1,592, 


{Sir Henry Thornton.) 
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CANADIAN GOVERNMENT RAILWAYS 
Summary or Capira, Expenpirures 


Year 1927 under Engineering Classification 


35 


\ /- ! “ i as caren 
sf i xpenditure . ess 
} : va ae applicable ee He eement con a 
ae nit or nit to charge: applicable 
Class of Work Number or Investment to | myer ly to 
, ‘ : to be used| Number | in Road Operating CERED Investment, 
and. Expenses i pasiae in Road 
Equipment \ and 
v * a Equipment 
: $ cts. $ Cts. $ ets. $ ets. 
Water supplies oe SOR CaM idee, Sea MR Aaa No. 41 43,544 61 7,555 66 VitOU TO 7355746, 82 
Fuel stations... OUR hie a, CTI eS rae es da LAI Viet 3) oY 71 
Turntables Beles vee IN che dic : i 4 84,293 11 13,770 29 8,600 00 75,693 11 
Ashpits. . hicks a ciyetech Coe | ee 4 ala oh ie aS ‘9 2 2,583 00 110 00 70 00 2,513 00 
Other enginehouses, machine shops, etc. be 14] 57,826 33 20,651 09} 20,535 57) 37,290 76 
Other locomotive and car shop bdg.... iS 5} 12,672 30 4,448 04 4,160 00 8,512 30 
Docks and wharves and dredging for fe 
FS EMLCPEL MEN Ma Mendes MR Ne ites Gist ef 1 1,318 12 103 45 103 31 1,214 81 
Cah air ey a ER be +4 Mr bebe) sel POUND We take take obese Nis MeL 250 00 
BAM GeO tintcuot sb isce oie watcour thy cy eed Mi. 4 6,855 04 822 10 789 61 6,065 53 
SR A eae e oO. f 
ee eer SS : 2D AOA SOA Oa (els) Cer. Wan [ice end sete COL, SOON ae 
pared had |r hat DAOD neeeS HOTA TN eth) Mala aay 48,014 41 
Pe OUVONSIONS 5/215) 250. Wns ih Bat ms CH hogs tic Be RT ON as PN ne 62,295 47 62,295 47 
Purchase of passenger cars... we 
'|Betterments to passenger cars.. i Wee SGROOE RU Von reek Been hl Meee e 36,991 81 
Conversions i ATH BAe aR rue Se [tibet a 724784.42| 78,784 42 
aes : 
sero st é 
Cpe iles eo a cs 
SRA Ser ee &§ 126 Feed EAD) bo Nan NS SM Dg 2,120 28 
tei Sheil ey 38 Shae ON ieee ai ela aa ae cic 9,522 04 
ONS era EO hue Saige seat BRN, | PAD oe em hae | BA Wee BL (Ol Rye sec rake i sy tat 110,481 79 
Miscellaneous equipment................ No. 
Betterments to miscellaneous equip- 
2 SI GIG AR le As ee eg WG 
PORE ERUA prs Bia Coie i 103 89,972 45 6, 622 08 14,3895 50 75,576 95 
Gtbic itter <9 Crea ica eae tial tate Oi arg If ca Iria ea ahaa POMS BA OU S iG lel is Mercere ee 124 84 
Eales ie No. 4 282 95 AT DaaVA4 a el bie 282 95 
s . 20 BE OBp KOO! See Se 2,631 27 5,401 82 
Electrifying lines. ee ht / 
(Co-ordination facilities................ ; of I. 
Surveys, right-of-way and others. . 
245} 58,952 93 79 54 850 00) 58,102 93 
. 33 45,075 59 1,462 28 900 00) 44,175 59 
[Hiretane Gir Ra ne ee ee 3 QATEOT | ed Oe ese 247 OT 
Mepaltanditaxideph nye cyt waren Me [lee fe 1 IER PUKE) Boy amid baa a a 1,320 35 
pe eriation MEDiiscbe eer ae seg esa FS 
aNeWe ielecraph Coss. 6. Wen a Ve 
|Can. Nat. Licilenarys iodo Go aR Malena eT eee a je 
Inerclt@ @laainoes casi r ps SUSE OB ROME bt ane leat Pam 
le@trellinesin'Ontarios- 22/0. 005 0). [ioo ane. 
{Oshawa Electric Railway. / 
,000 Islands Railway.... Bis 
(Lvl CO TSH LOR TRE RR en ap fei oe ie) Sm ee : \ 
eipenCorchisisnOot sce hk a Seite 
PA at Alea ae 819,960 |53 60,158 97| 195,862 8% 624,097 69 
Z é : 
RECAPITULATION 


2,980,194 26 974,863 381,887,920 211,592,274 05... |. 
819,960 53 60,158 97 | 195,862 84 "624,097 69... 


eae cl 3,800, 154 791,035,022 351,583,783 062,216,371 74..... 


[Sir Henry Thornton.] 
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36 SELECT STANDING COMMITTEE 
CANADIAN NATIONAL RAILWA YS—Continued 
Eastern Lines—Continued ° 
\ (Atlantic Region)—Continued 
\ HALIFAX AND SOUTHWESTERN RAILWAY 
SumMAry oF Capita, ExPENDITURES 
Account No. 701 Year 1927 under Engineering Classification 
Expendi 
Expenditure rie i 
applicable | Amount etre retiremen' s 
4 Unit or Unit to charged Property applicab! 
Group Class of Work Number or Investment to _ Gtlio to 7 
to beused| Number | in Road | Operating | G,5i¢,) | Tavestment 
and Expenses ECOG in Road 
Equipment f i 
Equipmen it 
$* iets: $° cts. $ cts. $ cts. 
1A New lines constructed. . COLI ERT Blin otra Ph) OTs 
B_ | New lines acquired............. ty & 
RS) (uinediverstonsly, 0) it) sine wee 
D Double tracking... 
2A New rails atid fastenings... 
B_ {Relaying rails (S.H. rail 131| 51,067 82} 16,940 26} 31,404 22 
©. Ridwmlates.: oy c20) tity : 
De Rail nbHors ere eae ee 
LLG ake cerry Wl Uta arr ofan RAL aE MN { 
AV Ae Robie ballasts. We ecu amy ai.u4 Wien Maeda vee \ ! 
Bio Gravel Dallagtiya it vet oe erie th ati « 92,968} 27,594 56 2027 Sab sus 58 eet 
Cp elap ballaste NoMuivas iat ait bound & 
5A |Widehihg cits and fills.) 00) 1)...0020) “ 
B peep rock cuts.\.... Pats dee in ce ee No: of I. 
GA Ip AB a copied ibeMeuUp eee ena owen cad Cy. Yds. 
B Revainiie walls and crib work.......... Lin. Ft. 
EAN ALD TEC HIND! nL ocean Boag Hea a 
B |Tile draéinage.....-.. 
Re ISO WEES A choc MU inl ) eae Car aaa a ai 3 
3 -Av | Eighway and farrolCrogsines. inch.) (lignin aaa han GEOR PA eA ei ea mae 
B_ |Roadways and paving.............. : 
10A_ |Large freight terminals................. : : 
B_ |Large passenger terminals.............. 1 13,305 44 TE OOF ee an 
11 A {Other yard tracks and public business 
Sidings hy cee ean aA Sn N.&M.| 1-105 ft. 10 39 248 10 86 40 
B_ {Passing tracks.. chil Were 
C_ ||Private sidings... “« 7-533 ft. 933 37 53 51 963 92 
12 Roadway miscellaneou No. y 
13 A |New steel bridges or the replacement 
with concrete or steel bridges........ id 1 2,078 05 1,163 68 725 00 
B_ |Culverts, new or the _ replacement 
THERE OE a Ce Ser ia Ep 
C |New timber bridges and trestles or 
replacement of existing timber bridges 
OF trestleshinURMa ss, 90°). Soa ah aay No.&L.| 2-418 ft. 7,263 50 4,205 43 3,650 00 
D_ |Replacing timber bridges and trestles 4 
with culvertandyaile, sve cic No. and ; ‘ g 
? \ length 2-283 ft. 1,838 75 907 12 430 00 
E {Replacing timber bridge and trestles 
with permanent concrete or steel 
Bridges oe Cy tare oie Nis MUR neon W 9-515 ft. 11), 560989 [0/50 2) ak a oe 
14 Pnrinel sys i hae as eC a aay No f 
15 A |Protection or elimination of grade cross- / 
ines’ by: diverstons 4.0). Wis iiao eke Pak D) Sy O83 ORES eis a aan 
B_ {Protection or elimination of grade : 
' crossings by subways or overhead 
Bridge ok aa Nain ie ears eee ce 
C_ {Replacement of present overhead 
DrId res taht Gm mar sine wh vaste yar « 
D_ |Highway crossing protection by gates, 
flashing lights, wigwags, ete.......... fe 4 
16 A  |Other station and shelters............. aa eee Boa TEs. Ca aa ies bie 
BS Hnerteitishendsusci snc, pe Carey aban! a 1 400° 82). Fos hs cans AemeD Ue Ow Ne lene 
Chem StOGks Hens | oecre 2 2cns. Teens tae i fe : 
D_ {Section dwellings and bunkhouses.. { 9 1,498 38 135 00 300 00 
sHietes HPAL Atbyaaaicye ee oles bea Cn eaner a seuuy a gh oe Ru tenmaar eal Leas ue ST ye 
F {Buildings (miscellaneous)............... a 1 PEO Gy as ae 40 00 
G_|Express facilities on railway............ No. of I. 
HA race seamen ie. fake ae A em ei tae 3 
17 Water supplies isin cermunen ocr Venn on ‘ 1 285 20 2,767 85 6,274 46 
18 UCT StH TIONS Ay satis ai. neue a caiaL ene) Ww . 
NES DS Nas ena 128,233 86] 28,462 49| 43,873 99 
Note No. 9, A. and B. Omitted—No charges. f id a : 


{Sir Henry Thornton.) \ ee 
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aj 


i CANADIAN NATIONAL RAILWAYS 
Hai hite Lines 
4 (Atlantic Region) 
\ HALIFAX AND SOUTHWESTERN RAILWAY—Continued. 
Summary or Caprrran Expenpirures 


Year 1927 under Engineering Classification 


/ ’ \ Expenditure 
\ Expenditure Reti less 
be a applicable ently a ere retirements 
4 ni to ‘ i 
Class of Work Number or Investment i i . ira Bervy: Sea. 
to beused| Number | in Road | Operating C fia Investment 
and Expenses ees er in Road 
Equipment ee ‘s and : 
quipmen 


$. cts: $) ets: S\ > Cts $ cts. 


PASEUS HMC Me MUM At NG Ra ue t ce 
Other enginehouses, machine shops, etc. 
pt oa comotives and car shop build- 


BEUIMLNMIFIRiaiyat wi tewcrs vice DBs 
Grain elevators... 
Automatic block ‘signals. and interlock- 
RAP DIMMS Secure eh ce we Gail N.&miles 
Purchase of locomotives................ No. 
Betterments to locomotives 
Purchase of freight cars............ we, 
Betterments to freight cars............. 
PORUVETSUONS Mee ee sen. 
Purchase of passenger cars.............. 
Betterments to passenger cars........... 
MOUVersiOns wg C daeoldt lke bas. | 
Purchase of motor equipment cars...... 
Betterments to motor equipment cars. . 
Conversions, motor equipment cars.... 
Purchase of floating equipment..... 
Betterments to floating equipment. . 
Conversions, floating equipment... 
Purchase of work equipment..... 
Betterments to work equipment 
SSOUNENSIOUR A PSC A Gone Ne. Y a 
_|Miscellaneous equipment................ 
Betterments to ace ercons equipment ' 
Shop machinery and tools.............. ee 52 PG SME ee ie ul Sear as 1,191 54 
Railway télephone despatch re and \ 
PRE RIDINENG,. oe, ve geen s aes oNs Ne es No. &mi. ( 
B_ | Railway telegra; h. ‘ ; 
~ |Purchase of lan e 3 2 aia A telly tis ale Aun [PaO pe 479 67 
28  |Electrifying lines..... Me te i 
9 |Co-ordination {abilities eae aoa lee No. of I. \ 
ese pee right-of-way and others 


acs 


Sie asia aia tad de 


4 CYL ela en egaeeyy 207,757 08) 206,858 18 


Express department equipment. . Asma |Past os \ \ 
ineathe departmenty. ii.) SRA) a ered A) te) 
Legal and tax department..... ed 
Colonization department....... ZS WOON i } 
G.N.W. Telegraph Co......... sO 
Gonw Nab. hotesraphs@os. cua Senay gloat. view ee 3 
ado department. |e ke ese fa ce 
Blectric lines im/Ontario:: 4:00.00. 02552.) 2. a. 
Oshawa Electric Railway..... bye 
1 nae Islands Railway........... he RE Nae 

Sir Malay | obj.) LAE AlN aaa Tey 
; ck -P. Coach 8.8. Co SUAS S80) bsg Sse Aeon Me 

i } 


\ Dy O Oh Wl eed ss AN) 207,757 08| 205,186 97 


Ve RECAPITULATION 


28,462 49} 43,873 99) 78,359 87 
eS hae 207,757 08) 205,186 97 


| | | 124, 803 »97 | 28,462 49| 251,631 on| 126,827 10 


: Eso A Go aM CEI CRG wees Maer fetes a EEE 
Sheet No. 200.7 2...5-.. Bee Ueto ae i 5 


122, 233 86 
11 


a) ss 


(Sir Henry Thornton.] 


BIGIN Gye ted pene n oa ‘ Fy bee CP ae rl Mae panypeiapie sy UUs AEP EE Le 1,750 58 
Passing tracks.) 2) on paar 
Private. sitinessy yee es 
12 Roadway miscellaneous................ 
New steel bridges or the replacement 
with concrete or steel bridges......... 
Culverts, new or the replacement 
thereok jh ON aie a Oe ile ties 
New timber bridges and trestles or re- 
placement of existing timber bridges or 
trestles intkind | hao i No. & L. | 1-1392 ft. 6637221... ocho | Raion 
Replacing timber bridges and trestles * 
wathyeulvert andsall ooh W seen No. and 


is ¢ 
i Pes ne i 
a , eae bb, ay ae. ) Rai i ve 
SELECT STANDIN¢ MITTEE Mi 
’ 4 g ey “ap 3 z bs “A 
CANADIAN NATIONAL ‘RAILWAYS Oe 
| aes 
; ; Eastern Lines X ; » 
i it (Atlantic Region) ' 
Summary or CaprraL ExpENDITURES 
Account No. 701 han Year 1927 under Engineering Classification 
Expenditure A 
applicable | Amount ert 
: ; Unit or Unit to charged Property 
Group Class of Work Number or Investment to. Gut 
to beused| Number| in Road | Operating Ganial 
em Expenses iS acarie 
\ Equipment 
‘ 
$ ets. $ cts. $ cts. 
LA; i New lines constructed, 40 )-4254,) acu. No. & Mi. 
B. |New lines acquired)......7...... A or 
C __ |Line diversions. .... ty , 
i D_ |Double tracking......... er na 
2A |New rails and fastenings../...... ..| Miles 
B_ {Relaying rails (S. H. Rail) f : 
Gee ie nlabesh s\n) Seok ee ale a i , +] 
Da Railanchors? ty oan Cache ged cea 
3 TOS) RAM es 
4A |Rock ballast. . 
re B_ |Gravel ballast. » a a 
Cr slag, ballast) oe ee cea nn ween 
5A |Widening cuts and fills... ie oY 
By>)|Scalinsrockicuts., someees cue cn ..| No. of I. 
GWAYe | Rinirap Hh saliency emt ok NPL Cu. yds ie 
B_ |Retaining walls and cribwork...... Lin. ft. 
ipAs MDa telin pete oe aiken da) tae ae Si Cu. yds 
B {Tile drainage : Lin. ft. | 
Co IRewens un ean. aetna Be No. i 
8A |Highway and farm crossings.,... Roa a il 16680) ue 5 ae ee ee 
B |Roadways and paving...,.............. NG S.Y: 
OA. Raohtotway fence: si.) mee Miles 
IB Snow tence igs Ska akin een en ae Lin. ft. 
10;Ay. \Large freight terminals, 5.0) /).).5).° No. \ ‘ y 
B_ {Large passenger terminals.............. . 
11A |Other yard tracks and public business 
B 
Cc 


oo 
Qe Pp 


e) 


& 


Replacing timber bridges and trestles 
wit permanent concrete. or steel 


is 


HONnbAm> Yaw > 


m 
Ings byidiversionss.s/quue eee oe P 
Protection or elimination of grade cross- - 
ings by subways or overhead bridge. . 
Replacement of present overhead 
brrdbes yi evs Mig ont aera oe é 
Highway crossing protection by gates, 
flashing lights, wigwags, etc.......... 
Other station and sreleas Smee alee es , 
iHreight sheds) ear ca hue ae ore ee “ f 
Stock penseen cada eae: seb Can Z ’ 
Section dwellings and bunkhouses....... 4 
Platforms sf y 
Buildings (Miscellaneous)..... z 
Express facilities on railway. . 
Trackiscales (ui hnawtak Wamu cometh id No. a Baty 
17 Water supplies)ners ae cee et ‘ Alea * 


f 


= 
r— 


6,804 02 titttetee ees 1,750 58 


(Sir Henry Thornton.) my ' j 


LWAYS AN IPPING 
CANADIAN NATIONAL RAILWAYS 
} Eastern Lines 


* (Atlantic Region) 
SUMMARY oF CapIvaL EXPENDITURES 
+ “i 
‘ _ Year 1927 under Engineering Classification 
= oy Expenditure 
xpenditure ess 4 
2 applicable | Amount ie romank retirements 
Unit or Unit to charged Beane applicable 
Class of Work Number or Investment to is Af to 
to beused| Number | in Road | Operating Ca seat Investment 
an Expenses | a eae in Road 
Equipment ce and 
\ Equipment 
$\ cts. 94. Ctae 3: cts $5 nets. 
No 
“ 
-|Other enginehouses, m: e shops, etc. 
Other locomotive and car shop building. “ 
Docks and wharves and dredging for 
’ “ 
N. & Mi. s 
No. 
Betterments to locomoti ee 18 ye 2 eae the) Sie Marsh 1,934 86 
Purchase of freight cars bys 
Conversions ie 
Purch: a j 
ents to passenger cars........... a 23 TETAS ae ee OR eet 1,145 57 
0p PTT aes es a ae eae - 
of motor equipment cars... .. . s 
Betterments to motor equipment cars. . « 
Conversions to motor equipment cars. . es 
Betterments to floating equipment... ahs a, 
Conversions, floating equipment....._.- : 
Purchase of work equipment........_... S 
nents of work equipment. . rire, - 
Conversions of work equipment. . 
/ 1 |Miscellaneous equipment............. — ae 
2 | Bette nts to miscell. Dus equipmen’ % 
: quipment......... eee ree ae Bae rr 
Shop machinery and tools..,........... Ge i 
Railway telephone despatch lines and 
ES TA eee Sean 
‘ 
weet ‘ 
SE ee ae ae = 
ee wee ew ee ee ee \ 
oP opt ery Clncenee me SUT 81 RATES, i ital Mean a ete 3,080 43 
RECAPITULATION 
Er tee G S02 BAe oot ee. 1,750 58) 5,053 44 
Rae pias eaUSU A Se vere tec [on tas eae a 3,080 
Ae | es. | 9,884 45] foes | 1,750 sal 8,183 87 


{Sir Henry Thornton.]. 


ie CANADIAN NATIONAL RAILWAYS Caen i, ae 
2 \ ! Eastern Lines ¥ ie 
iz \ , (Atlantic Region) \ 

| INVERNESS RAILWAY : we | 
Summary or Capita, EXPENDITURES 


\ 
Account No. 702 _ Year 1927 under Engineering Class ification 


Expenditure 
{ applicable | Amount iH 
Unit or Unit to charged Property 
Group Class of Work Number or Investment to. Gute 
ie to be used] Number | in Road | Operating Gapital 
and Expenses | Account 
Equipment 


nee i: 


iS A ctss iS ects! $ ets. 


= 


New lines constructed..................+ No. & mi. 
New lines acquired. . f s 
Line diversions..... Bi : 
‘Double tracking). Sway re « ; 
New rails and fastenings. a ce ae Miles |3—4,782ft.| 15,025 00 9,894 73 9,461 33 
Relayingirails.(S)H Rail: )yhea 0s 3 
Mieiplatess ssc sic N ey alin emer ere er a 
Rail anchors.........: - 
ALES OF ine : 
Rock ballast. .. ; 
Gravel ballast. . 19, 200 OUSOGROS I. chlo tits Hare ea ee res 
Slap ballasts. ciaie Wie cain cut ween ; 
Widening cuts and fills:.............4..: i 20,670 7909 '3| ieee ta Gy cram 
Scaling rock cuts a 5 yg 
Rip wap Ose uM napa ane -.| cu. yds. 
Retaining walls and crib work..... Sol alum it) 
SDM lab kay yaaa fe aah! i --| cu. yds. 
Tile drainage....... \ i 
Sewers Vass ee OP Na st Sea i a No. 
Highway and farm crossings............ 
Roadways and paving......... ; 
Rage ofiway tence. yisee apse ery : \ 
SnGrv fence eye tee eves pio fan brash ng 6,364 D GRO RB nc ik 8 NGL ea 
Large freight terminals............ sy ; 
Large passenger terminals 
Other yard tracks and public business 
BI GUIS ones cates ie Maen ene eae ite Ae N.&M. 
Passing tracks. . Eka Pipe ea BS s h 
; Private sidings ‘ 
12 Roadway miscellaneous................ No. \ x 
New steel bridges or the replacement / 
with concrete or steel bridges......... 
Culverts, new or the replacement thereof “ 10 3,784 46|.. \ ae vie 
New timber bridges and trestles or re- 
placement of existing timber bridges 
or trestles intkindh ye ath. ee ee No. & L. { 
; Replacing timber bridges and, trestles : 
N with culvertiand fill 0 ot oe at No. and ‘ 
} length 


moO i} 


“_ for or 
OW PUPP erOmrerrProOwr DOm>oode 


S_ © -00 


lole-la 


iS) 


E_ |Replacing timber bridge and trestles 
with permanent concrete or steel 


ea 
~ 
=] 
I 
5 
© 
a 
Z 
° 


Protection or elimination of grade cross- 
ings by diversions) ceil tie. ussn. 
Protection or elimination of eridecenee: 
ings by subways or overhead bridge. 
Replacement of oresent overhead 
bridseste is Ot OA aA OSS aie ea nue \ 
Highway crossing protection Py eanees . I 
flashing lights, wigwags, etc.... p y 
Otherstation and shelters....... is 1 By ORB AGI eck Cerna ee tae 
Hneigitishedsu mn ash tums aeen oF 
Stogk pens yi Pie se iment ee na € 
Section dwellings and bunkhouses. . 


Buildings (miscellaneous) ERE seni 
Express facilities on railway 
DTC ISO BIER MN: as uN vat peut med nits 


oe 
TOsgeDon> OO w 


44,796 09|  9,894-73| 10,005 28) 


{Sir Henry Thornton.] 


AN NATIONAL RAILWAYS 
Easter'y Lines 

(Atlantic Region) 
INVERNESS RAILWAY 

on SumMary or Carira, EXPENDITURES 


Year 1927 under Engineering Classification 


Expenditure i 
fess; |") 
retirements 
applicable 
t 


Expenditure 
applicable | Amount 
i Unit or Unit to charged 
~ Class of Work Number or Investment to 
: to beused|] Number | in Road | Operating 
t and Expenses 
Equipment 


Retirement 
of 


Property 
Cr. to 
Capital 
Account 


te) 
Investment 
in Road " 
and 
Equipment 


- $$ icts. Sh cts: iS auctss $9) Ctas 


MY APeMBHEDUES 0) a a ke ce No. i 1 6,858 67 1,800 00 1,800 00 5,058 67 
_ |Fuel stations ¢ 
_|Turntable: e 
_ |Ashpits 
_ |Other enginehouses, Boca shops, etc. 
-|Other locomotive and car shop building f 
Docks and wharves and dredging for 
FSENTIRS) 2 200 cS A De OE | Ete nS 
Kcmambelevatora ts) sas yy eke 
Automatic block signals and interlock- \ 

AUTOS LANIGA) wai eu dite thehl\camimutytc yale yi N. & Mi. 
Purchase of locomotives....... ee 
Betterments to locomotives... 
Purchase of freight cars........ 
i Pee to freight cars. 
@@nversionsi.. 1 ASN Ra 
puptinee of passenger cars.............. | 

etterments to passenger Cars........... ss 

ep cTsans Renewed neti NALS Netty 
_|Purchase of motor equipped cars....... . 
'Bettermen s to motor equipped cars. 
i Conversions, motor equipped cars....... , ; | vi 
Purchase of floating equipment......... ! 
Betterments to floating equipment ae < 
Conyersions, floating equipment........ 
Purchase of work equipment. . ) 
Betterments to work equipment 
Hi@oumersions\. 0 kl. 
Miscellaneous equipment. . 
Betterments to miscellaneous | “equip- 
irate tara fa NCE Sas 
|Shop machinery and tools.............. 
Railway telephone despatch lines and ( 
MecpnioMiont ei E ce eave tie u ag N. & Mi. ; ‘ 
pReulway telegraph. .:.)..0..... ea" INO oR ee cae 37 POY RA Tae te i ak TLS eA eR ev 21 01 
purchase ol lad: i 6..0.2 ksh be 
Electrifying lines... 
Co-ordination facilitie 
_ |Surveys right-of-way and others. . 


Stores Dept. and Equip..:.... 
Express Dept. and Equip.... Ray i 
Minsiire HME te) ei ckik es iy s EN IR cay Aca AS | é 7 { 
|Legal and Tax Dept. eS 
Colonization Dept. . 
GEN. W! Telezraph Go......).. 00... pelea 
Mem eNat. Peles, COM. flo teak ion iy 
RadiosDept.c2... 6... Oe iat Wate Ag ae j 
Hilectricilines in Ontario: s%) 2). 4...3 0.0). He f 
[Oshawa Electric Railway 
HOOOMslands Railway... ).....4 0.45 ee5. 
Ke a B.C; aeey 


6,879 68 1,800 00 1,800 00 5,079 68 


RECAPITULATION 


10,005 28 | 34,790 81 


ae 09 9,894 73 
1,800 00 5,079 68 


, 6,879 68 | 1,800 00 
51,075 77 | 11,694 73 | 11,805 28. | 39,870 49 ) 


{Sir Henry Thornton.] 


64 ore ike fe, ty 
opiate Digi: iy ‘ 7 hak i 
" SELECT STAN: MITT EI 
i ‘a fies ay ‘s 
a ° 4h % s gs 
y CANADIAN NATIONAL RAILWAYS ; as 
: Eastern Lives ° ik 
(Atlantic Region) © it 
VALE RAILWAY ‘ { 
: Summary or Caprra, ExPeNDITURES 
Account No. 702 Year 1927 under Engineering Classification ~ 
é 
Expenditure] - . 
* | applicable | Amount | ae ; 
1 Unit or Unit to charged Property 
. Group Class of Work Number or Investment to. Wintontlrs 
: to beused} Number | in Road | Operating Capital 
and Expenses Necount 
Equipment i 
Se COs $  cctse | HV SUl “eta. 
1A... |New lines.constructed. >. 2... ..45...... No. & Mi. 
iB. |New lines’acquired). 7... 6 oa Wi “e 
C_ |Line diversions..... ba Mi 
D_ {Double tracking « 
2A |New rails and fastenings Miles 
j B_ {Relaying rails (S.H. rails).............. Rested fsilueear can G5.1N 38 |e: Dee ete poo 
Gin | Mieiplatess sc yve.cpac ise Crue tana ile No. ' 
‘ Dis Ratlvanchors. Mao eye econ eee eee “a 
a ALO By 2h cies SA RL Coane gC iy a S 
AvAc ROCK ballastar (Sede iy usd. Wein cam Cu. Yds 
: Be |Graveltballast: 0) 9) ja 1 ean con cele a 
4 Or 7 iSlag ballast. i. eh oh Serpe ae uae: ; 
’ ‘oA «Widening cuts\and fills... 0s) ce 
1 [Bs | Ocalinecrock\cutss) +. (nad vine auc No. of I. 
GA NR se sInG acne cone soll abet veel sg | een catia tea Cu. Yds. 
B__|Retaining walls and crib work........., Lin. ft. 
7A |Ditching 
, B_ {Tile drainage. 
Wish Sewe4rst ie tactercn pagar anata i 
._ 8A |Highway and farm crossings.... . i \ a 
Bi? Roadways and pavinest ee ie i Bhs 3 : i 
7 Aspe WRipbtioliway tence!) Gas. 0 ies, i 
Bk) =| Snow tence: tat keane eat eae ue oe < 
10 A |Large freight terminals 
ree 5} sarge passenger terminals.............. 
4 11. A {Other yard tracks and public business 
) BIGINES ree et Mae ee : 
Bie |Passine tracks, see ‘ 
©, |\Private sidinggs) \i.5 
12 Roadway miscellaneous................ 
‘ 13 A |New steel bridges or the replacement 
Fs with concrete or steel bridges......... oe 
B_ |Culverts, ‘new, or the replacement wy 
. thekeot.e) 0) Se so Be rao ea ee ry 
) C_ |New timber bridges and trestles or { 
replacement of existing timber bridges Ai x 
omtresties in kindy. i571 Bee: No. & L. 
AY D_ |Replacing timber bridges and trestles 4 
Wath cullvert andi fll ai tsni ei No. and 
length f 
E_ |Replacing timber bridge and trestles 
with permanent concrete or steel 
Ibnidgese. ye tan i Peale oy era eae a 
14.A_ |Protection or elimination of grade cross- - A 
inges\iby diversions) aes: Len an No 
B__ {Protection or elimination of grade cross- 
ings by subways or overhead bridge. . ‘ 
C |Replacement , of present overhead 
bridges. ey 3% diel in ee eae if @ 
D_ |Highway crossing protection by gates, 
flashing lights, wigwags, etc.......... es 
‘ 16 A  |Other station and shelters us a 
Bo |Hreight sheds sean as w f 
CyeeStockipansi ie san eee es ) 
D_ {Section dwellings and bunkhouses.. oe 
Osh) eC ata Natlem Si Meten Nea I i! Arh 6 | GOT BS) ee eee ee tee ee 
° \ i 
Note, No. 17 to No. 52 not listed—No charges. j / 
( 
x 
) 
(Sir Henry Thornton] | i e 
~ 
“ / 


es) ON «: At our last meeting we stopped at page 5 of the 
1 Every member of the Committee had this analysis at the last meet- 

was got out in order that we might better understand it. Have you any 

pies, for members of the Committee only? 
Sir Henry Tuornton: I think, Mr. Chairman, that { might make this 
stion, if it is agreeable to the Committee, that as we have circulated to 
members of the Committee detailed explanations with respect to the expendi- 
S in each department, perhaps instead of reading’ all thse figures, some of 
ch might be superfluous, we might take Traffic, Transportation, and the 
penses under these various headings, and then ask the Committee if any 
ember wants to ask any question about any particular subdivision of expenses. 
it will save reading all these figures. ; 
_ Hon. Mr. Dunnine: You have already tead four pages, Sir Henry, and 
here are only three and a half pages left. 


Sir Henry Tuornton: I thought it would save time, but itis for the 
members to decide. i 


~The CuarrMan: Start at the top of page 5. 


Sir Henry Tuornron: Mr. Henry will please commence with Traffic 
penses, starting at the top of page 5. 


_ Mr. Henry: (Reads) : 
maamevexpenses, L997: . 06... 1'. . 287,124,865 

Traffic expenses, 1926.. .. .. .. .. 6,440,088 Inc. $684,777 
_ Principal increases— 


SUPenIntendencen ua eke 1640 
emesis he oc.) 5,162 


WintSIGe AMeNCIES ay. 165,186 
Colonization, Agriculture and Natural 
IER OUNGES Melee or yaa hal OSs 86,652 


The CuHarrMAN: Stop there, Mr. Henry. Does anybody want any explanation 
these items? . 

Mr. Jexuirr: Where does the increase in superintendence come in; can we 
t the details of that? ; 


aaa i As 5 : 
_ Mr. Henry: An increase in superintendence as well as increased rates of 
DS feta * 
_ Sir Henry Tuornton: -Some increased pay, and an increase in solicitation 
orces.. 


Mr. McLean (Melfort): Consisting almost entirely ofthe cost of securing 
freight? ~ 

ly Henry Tuornton: The cost, as you say, of securing business. 

Mr. McLean (Melfort): An increase is a good sign, in that department? 
Sir Henry Tuornton: An increase is a good sign, if you get the business. | 
The Cuatrman: All right, Mr. Henry, go on. 

Mr. Henry: Transportation: 

et Transportation Expenses 1927, $105,166,761. 


Sir Eucene Fiset: Before you leave Traffic, there is an item there for 

advertising; can you tell us particularly what that involved. Does it include 

issue of passes as weli as transportation to each paper on advertising? — Is 

at taken into consideration? 7 

Mr. Henry: It is free trasportation given in exchange for newspaper 
ag 

; {Sir Henry Thornton.] 
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Sir EuceneE Fiser: Is that included in this amount? 


Mr. Henry: Yes. ee ob: 
Mr. McLean (Melfort): You could hardly call that free transportati 
could you? ON hae 
Sir Henry THornton: It is transportation in return for services rendere 
Mr. McLean (Melfort): But the word “free” was used. 
Mr. Henry: That was a mistake. It was transportation. | i 
Sir Evcrnr Fiser: The value of the passes issued is included in this financia 
statement? 
Mr. Henry: That is true. a 
Mr. THompson: May I’make a statement in regard to that? All this” 
increase in transportation is charged against our advertising expropriation as_ 
cash expenditure. 
Hon. Mr. Dunning: So it is not free? 
“Mr. Waurer THompson: ‘There is no such word in Ate whole Railway Act 
as “free” transportation. — 
Hon. Mr. Dunning: No. 
Sir Eucenr Fiser: How is it administered? 
Mr. THompson: Itiis administered in this way; we have an arrangement i 
with a newspaper, either a weekly or a daily newspaper, for the issuance of | 
transportation. Many newspapers have no cash contracts, they have transport-— 
ation contracts. <A ticket is presented on a train. It is taken into our revenues 
in exactly the same way as it is in the ticket office, or as a ticket issued out of — 
the depot ticket otfice would be, and it is charged against the advertising account, — 
which you see in that amount. A very large amount of that money is transport- ; 
ation. 
Mr. McLean (Melfort): It is charged up against the newspapers? 
Mr. THompson: We take it out in various forms, sometimes display 
advertising, sometimes reader notices, but we get a perfect balance in connection 
‘be the exchange. There is no such thing as free transportation on the railroad 
to-day. } : : : 
Mr. Mine: Why the increase in the colonization and agriculture expenses? 
Sir Henry THorNTON: - is a general strengthening of the Colonization 
fabric. Perhaps Mr. Robb tan/answer that question better than I can. 
Mr. Ross: Sixteen per cent of our business is brought about in that way 
and it is spread over our colonization and natural resources. ; 
Sir Henry Tuornton: We can give you all the details, but in a, a, general 
way it is a strengthening of the Colonization and Agriculture and Natural 
Resources Departments, spending more money to get more results. 
Mr. McLean (Melfort): I suppose you have, in connection with that 
policy, sold more lands and secured more settlement? : 
Sir Henry TuHornton: Yes. What percentage of the immigrants to 
Canada did we handle last year, Mr. Robb? | Ga 
Mr. Ross: I think last year we handled about 32 to 35 per cent; no, las 
year we handled 57 per cent. be 
Sir Henry THornton: We handled 57 per cent of the immigrants the 
came to Canada; they came through the Sy of the- itis | ah 
National Railways. ; 
Mr. Jevuirr: It is all given on page 9 of the SFP a 
Sir Henry THORNTON: 
general explanations. 
{Sir Henry Thornton.] 
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ir. Ross: We brought in 38,000 as against 31,000 the year before. 
r Henry THornton: Shall we go on with Transportation? 
ir, JELLIFFE; Outside agencies, increase $165,000; are there any new 
es established? ee 
Henry TuHornton: That represents the establishment of new agencies 
e the Dominion of Canada. For instance, not so long ago we opened a 
office at Memphis, Tennessee, which jis an important gateway, and where — 
were not represented before. As a result of that, we were losing business. 
We opened an agency, and put in an agent and a stenographer at Memphis, 
. to protect that gateway. 
Mr. Jeviuirr: What class of business are -you getting? 
Sir Henry THornron: General business, some oil, rubber and cotton. 
e have improved our offices at various places throughout the States, partic- 
ularly our passenger offices; we have put them in better locations, and in 
neral are increasing activities in the solicitation of traffic on the other side 
the border. 
Mr. Jevuirr: Were any other agencies opened, besides at Memphis? 
Sir Henry THornton: At Washington. In every case we have added to 
the solicitation forces at stations already existing. 

The Cuatrrman: Are there any further questions on Traffic? 
‘Mr. Henry: Transportation. 


Transportation Expenses, 1927. . . $105,186,761 
_ Transportation Expenses, 1926. . . 100,603,158 “$4,563,603 


— * Increase 
\ 


~The principal increases are: 
MGreinnicr a tre a BN LOLS 000 


Giri ubmoimemien Py ue es ae st 631,000 
Mie tor TLmcomotives.., 2.0... ..7 593,000 
‘Station Hmployees. . NN ON 475,000 
‘Train Suriplies and Expenses.. .. 324,000 | 
Yard Conductors and Brakemen. . 291,000 
Pei SERVICE) ec ed lem eke 252,000 
Operating floating equipment... .. 245,000 
i i 
_ The principal deerease is: 
Peipenntemmence,...).. .. .. ...$ . 102,000 


The increase in trainmen is due to increased rate of pay $658,000 and 
-inereased hours worked $357,000. Train enginemen’s rates of pay $339,000; 
~ increased work, $292,600. 
Fuel for locomotives, increased price $238,000, and increased consumption 
7,000. There was a credit to this account of $102,000 B.C. Sales Tax on 
oil cancelled. 
Increase in station employees account was caused by increased rates of 
$474,000. Train supplies and expenses, increased rates of pay, $94,000; 
touring charges due to floods, $61,000. Yard conductors and brakemen, 
reased rates of pay $222,000; additional hours worked, $69,000. Express 
increased rates of pay, $44,000, and accountancy item, $64,000, due 
of apportioning expense between the C.N.R. and the Eastern 


x 
{Sir Henry Thornton.) 
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Mr. CantTLEy: What is the meaning of that item of $64,000 covering ; 
ses! method of apportioning expense between the C.N.R. and the Easte 
Lines? 

Mr. Cooper: Previous to the establishment of the Eastern Lines, we 
divided the revenue. é 

Mr. CantLEy: What date was that? a 

; Mr. Cooprr: July 1, 1927. We divided the revenue and expenses of the © 
Express Department, as between regions, on an arbitrary basis. With the 
establishment of the Eastern Lines, we thought it necessary to make a more — 
accurate division and apportionment. The revenue of the Eastern Lines was 
decreased, and the apportionment of expenses on the Eastern Lines was corre- 
spondingly decreased. ; 

Hon. Mr. Dunning: That is a decreased expense charged to Eastern 
Lines on the Express account? yc ehe 

Mr. Cooper: Yes, sir, due to revised apportionment. 

Mr. Cantey: You say “decreased,” while this says “increased.” 7. 

Hon. Mr. Srevens: That is an increase outside of the Eastern Lines. 

Sir Henry THornton: It is an increase on that part of the system with 
which you are dealing now. It will appear as a decrease on the Eastern Lines. 

ir Mr. Henry: (Reads): 

Operating Floating Equipment; 


Two new ferries were put in operation on Lake Michigan. There — 
“was also increased service to Prince Edward Island. 


Sir Evcene Fiser: What was the cost of those ferries? 
_Mr. VaucHaANn: $1,478,000 for the two ferries. ‘ 
Mr. Cantey: Did the boats make more trips and carry more freight? ~ 
Mr. Henry: Yes, there were more trips, and I think there was another. 
boat put on for a while. 
Mr. Brown: We brought the old “Scotia ” up there for a relief period, as 
well. ‘ 
Mr. Cantiey:, To supplement the ferry? 
Mr. Brown: Yes. 
Mr. Jevuirr: What were the two new ferries on Lake Michigan, and where 
were they put on? Eo 


Sir Henry THornron: We operate train ferries from Grand Haven to 
Milwaukee. This affords a direct traflic route from the east to the west, elimi- 
nating Chicago. If those ferries were not in existence, freight moving ‘east of 
Chicago would have to pass through Chicago. 

Mr. Jevuirr: You have a line running to Grand Haven? 

Sir Henry THornton: Yes. 

Mr. Jeviirr: Which connects with your line in Chicago? 


Sir Henry THornton: Yes. To pass freight through Chicago is expen-. 
sive, and involves a good deal of delay. This route is becoming more and more 
popular; first, because it is more expeditious, and, secondly, becsause it is a 
cheaper. The volume of business is increasing with rapidity, and these two __ 
new ferries were put on to give us that facility. . - es 

Sir Eucene Fiser: Are those ferries larger than those on the Main Line? ae 

Sir Henry THornton: I do not know, but I should say- that probably — 
they are. fey 
Mr. VaucHaNn: These ferries carry twenty-six loaded cars. he 

{Sir Henry Thornton.] 
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. Member: ‘Do you find the traffic from Prince Edward Island to 
nd nereasing all the time? 
Wa en THorNToN: Yes. The potato crop gives quite a material 


q 
~ } 4 


Mr. CanTLey: What are you doing about a new ferry for Prince Edward 


ir Hpnry THorNTON: These ferries are owned by the Government, but 
have the strengthening of our ferry service under consideration, but we have 
etermined definitely with the Government what to do. There has been a 
ood deal of talk, and with some merit, that there should be an additional 
7, not only to take care of the increased business, but to provide a more 
sitive service in the event of one ferry going out of service for some unantici- 
ed reason, _ 
_ ! Mr, Cantiry: I would like to know what you are doing about it. Have 
you ordered another boat, or are you going to? | 
Sir Henzy Tuornton: I do not know whether we aré going to order one 
or not; that is under consideration. 
| Mr. Cantiry: Who will know, the Minister? 
_ ‘Sir Henry Tuornton: The Minister and I will probably talk about iN 
and decide what we had better do. 
_ Mr. Cantiey: Have you talked about it? 
_ Sir Henry THorNTon: Oh, yes. 
~~ Mr, Cantizry: What has been done? 
Sir Henry THornton: Nothing as yet. May I round up the situation by 
saying this; the traffic to and from Prince Edward Island is increasing. 
Mr. Cantiry: This ferry boat is 13 or 14 years old and she may break 
own at any time, and the Island is dependent on one boat. 
- Sir Henry Tuornton: It is not quite as bad as that, but there is a measure 
truth In what you say. The situation is receiving serious consideration, and 
not gomg to be overlooked. 
Mr. Cantiey: But nothing was done this year? 
Sir Henry THornTon: Nothing this year. 
Sir Eveene Fiser: Have you been approached in any way, shape or form 
y the paper companies operating on the North Shore, to have a car-ferry— 
etween the North Shore and Rimouski? 

Sir Henry ‘Tuornton: I do not think so. Do you recall anything, Mr. 
aughanh?? ae ; 
Mr. Vaucuan: No. 
Sir Henry THornton: No, I do not recall anything. There has been a 
rtain amount of disconnected discussion about it. 
‘Sir Eveener Fiser: I hope you will consult with the Minister when you 
sder the matter. 
yey Sir Henry THornton: We always seek the advice of those who can give 
intelligent information. 
Mr. Henry: (Reads): 


ase in superintendence is due to a readjustment of expenses to other accounts 
rates of pay amounted to $59,000. : 
ffect of the various main factors: | 
hange in price of material: 
© LEN Se OGD CRE eg he A adel SOV. 2a6-000 
' Other Material and Miscellaneous... -. .. + 1,303,000 
_ Rebate of B.C. Sales tax.. Ree eye one” 132.0007 4 S11972000 
yh be re ] —————— 
AE as 


thn en ue ih [Sir Henry Thornton.] 


x 
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Changes due to variation in quantities of Material: Fc 

je aed PR a A IR 

Other Material and Miscellaneous... .... * 1, 822, ,000 $2,309,000 i 
Changes in employees’ compensation: : 

Intereased rates? of mage 2 (43). kina) eee *$2.299.000 

Theréased Heures worked 2 etic oe ee 3 1082000) i 

Accountancy items.) 9.0) basa. ene es 8,000 $3,470,000 : 
Total (after credit for transportation for investment).. .. *$4 582.000 

* Increase + Decrease ae 


The increase in quantity of labour and material after adjustment for accidents wa 
$3,364,000, while the increase which might be Cae due, to change in traffie was ee 432, es: 
Sir Henry THornton: That covers all the transportation. 

The Cuatrman: Are there any questions you wish to ask’ on that, before 

we leave that item? ae 

\ Sir Evcene Fiser: In this item you have the onde “conductors an 
brakemen.” Does that include the salaries paid to roadmasters? 
Sir Henry THornton: No, they come under “Maintenance of way”, whic. 

item we have already been over. 


Mr. Henry: (Reads): 


( 


Miscellaneous: ‘ , 
Miscellaneous Expenses, 1927.. .. .. .. .. $2,414,842 
Miscellaneous Expenses, 1926.. .. .. .. «= % 2,121,607 *$293,235 


ae ‘ ’ 


The principal increase is in Dining and Buffet Service $312,000, increased rates of pay 
account for $27,000 and the balance is made up of improvement and increase in service. ~ 


General: 
Geweral’ Wxpenses; 19275." 8 Oe Ve es $7926 200 
General expenses! 1026 eo ok ie pein SOLO. ea *$255,956 7 
‘Principal Increases: | " 
Pensions... . $ 155,000 


Salaries and "Expenses “Clerks and “Attendants. 93,000 
Other. sbxpenses ices sk eae ae eee 740018 


* Increase 


Hon. Mr. Stevens: What does that item, “General Expenses” cover, briefly 


Sir Henry THornton: Mr. Cooper, will you tell Mr. Stevens the genera é 

\ items that are included in the item of General Expenses? on. 

Mr. Coorer: The general overhead that would not come directly und 

the Maintenance of Way, Maintenance of Equipment, or Transportation. Fo 
instance, the salary of the President would be a general expense; legal le 

_ head office clerks, and so on. " 


Mr. Henry: (Reads): 


Transportation for Investment Cr.: : 
Transportation for Investment Cr., 1927.. .. $ 993,350 


Transportation for Investment Cr., 1926.. .. 1,012,478 +$19,128- 


t+ Decrease , ‘ 


Ne Cooper: That is the expense of transporting men and material fo 
construction work, which is credited to the Operating Expense Account. 


{Sir Henry Thornton.) 


pe 


Hor | comparative purposes. 


} Tivin a 


aintenance of Way and Structures. . 
pieeynance of Equipment. . 


paepéttabiod. 
Miscellaneous. . 


\ 
- * Increase + Decrease 


cellaneous. The division is as follows:— 


¢ Hinloyees Compensation 
Maintenance of Way and Structures. 
Maintenance of Pee aneernh Aa 
Mita Go, 7. 5 
Transportation. . 

Miscellaneous. . SUR NH AKE 
eeeels : ATO T ASRS rN ae Ss ahaa 


-  *TInerease . 

Materials and Miscellaneous 
Maintenance of aeons: 

Pulliatiie,). ue 

icmeporiation.. 


Miscellaneous... .. .. aris 4 Mi 
General. . Nae 


5 hwerease + Decrease 
' a 


idling of traffic. 


Mr. Henry: Yes. (Reading): 


a ae of (len a 


{ ‘ansportation for Investment Cr.... 


es for six nionths, July Ist to December 3lsti— 


‘ 


The 1926 figures are 


stern Lines Acoounts ave shown hoputataly for six months from July Ist, the date 
me Freight Rates Act coming into force, to December 31st. 


Decrease 
1926 1927 or Increase 
$ 3,800,025 39 $ 3,794,940 64 +$% 5,084 75 ' 
2,473,951 91 2,445,504 78 + 28,447 18 
379,200 54 Daan GOL T 4,747 94 
6,799.526 39 V2at2oo 1h F427 (59) 82 
191,460 56 \ 2195397 07. ** \27,866 5] 
611,317 65 673,183 62 * 61,865 97 
23,499 33 20,841 99 + 2,657 34 
$14,231,983 11 $14,713,852 43 *$481,869 32 


“The expenses analyzed into primary accounts may be found on pages 43 to 46 of the 
liminary statement of accounts tabled in the House of Commons. 
fhe expenses may be further divided between employees compensation and entered and 


Maintenance of Way and Structures. . 


, Deerease 
1926 1927 or Increase 
. $ 2,012,530 00 § 2,076,487 00 *$ 63,957 00! 
1,283,041 00 1,290,895 00 * 7,854 00 
175,194 00 180,885 00 * 5,691 00 
4.425.438 00 4,781,866 00 * 356,428 00 
103,403 00 179,818 00) * 7 15,915'00 
300,473 00 321,997 00 ,* 21,524 00 
$ 8,300,079 00 §$ 8,771,448 00 *$471,369 00 
; Decrease 
1926 1927 or Increase 
$ 1,787,495 00 $ 1,718,454 00 +% 69,041 00 
1,190,911 00 1,154,610 00 + 36,301 00 
204,007 00 193,567 00 + 10,440 00 
2,350,589 00 2.424.578 00 * 73,989 00 
88,057 00 100,000 00 * 11,952 00 
310,845 00 351,186 00 * 40,341 00 
$ 5,931,904 00 $ 5,942,404 00 *$ 10,500 00 


Mean of Way and Structures. 


Mr. Cantey: What is the difference ‘between traffic and transportation? 
Mr: ‘Henry: Traffic represents the solicitation; transportation represents the — 


_ The expenses analyzed into primary accounts may be found on pages 43 to 
of the preliminary statement ‘of accounts tabled in the House of Commons. 
4 The expenses may be further divided between employees’ compensation and 
naterials and miscellaneous. The division is as follows: 


Hon. Mr. Dunnrne: This is all eastern lines from now on? 


Decrease 

1926 1927 or Increase 

eS) 2.012')30 00> $ 2:076,487 00°: = $) 63,957" 00) j 
1,283,041 00 1,290,895 00. * 7,854 00 
175,194 00 180,885 00 * 5,691 00 
4,425,438 00 4.781.866 00 * 356,428 00 
103,403 00 119,318 00 * 15,915 00 
300,473 00 321,997 00 * 21,524 00 
$ 8,300,079 00 $ 8,771,448 00 *$471,369 00 


\ 


{Sir Henry Thornton.] 
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Sir Henry THornton: That means the total’ increase of $471,0 000 w: 
to increased compensation, and you will see below $10,000 due to ‘material a 
miscellaneous. That accounts for the total increase of $481,000. 

Hon. Mr. Dunnina: I do not think you need to read the other items. 
are all very small. r 

Sir Henry THornton: I do not think there is anything on the next pag 
which adds anything. 

Hon. Mr. Srevens: Sir Henry (Thornton), I do not know whether. I am 
treading on delicate ground or not— / 

Sir Henry THornton: Tread a much as you like. 

Hon. Mr. Stevens: They say, “ Fools wade in where angels fear to treade y 
* and maybe this is an occasion of that kind, but I notice some conflict or contes : 
between the Canadian National and the C. P. R.’in the hotel situation in Halifax. 

’ Sir Henry THorntTon: Yes. : 

Hon. Mr. Stevens: I think it would be a good idea if we could have som 
explanation of that. ~The reason I ask the question is this. I think Parliamen 
has accepted for years the policy of try ing to avoid duplication as far a 
possible in the two railway systems— é 

Sir Henry THorn7on: That will come up as a special item in the estimates 
if you care to defer your question until then. 

Hon. Mr. Stevens: I have no object in pressing the question now. 

Sir Henry THORNTON: Press as much as you like, but when discussing the — 
estimates, that item will be included, and that will, I should think, be the proper | 
place to bring it up. - 

Hon. Mr. Dunnrne: It is a proposed expenditure, and as such we can des 
with it more intelligently 1 in the estimates. 

Hon, Mr. Stevens: Just keep that in mind, and we can discuss it later. 

Sir Henry THornton: Yes. I fully expected that would be one of the 
questions which would arise. 

Hon. Mr. Stevens: It is a question of the wisdom of duplication; that is all. — 

Sir Henry THornton: I quite appreciate that. I think, Mr. Chaicaniae id 
may say this, the Committee has now examined all of the items which enter — 
into the expenses of the National Railway System, and unless further questions 
are to be asked, we have finished with the income accounts. 

Hon. Mr. Stevens: That is dealing with operation. 4 

Sir Henry THornton: Mr. Dunning suggests you might like to take up the 
annual report. © 

Hon. Mr. Dunnine: The president’s statement. However, it is up to the 
Committee. Personally, I am fully satisfied with it, but if the Committee wishes 
to take it up, it is usual to do so at this time. | 

‘Sir Eucene Fiser: The fact remains that we nave perused the prelane : 
report, and the report of the Canadian National Railways is practically a co 
of it. If there are no further questions,-I move the report be adopted. 

Hon. Mr. Stevens: I do not quite get that. 

Sir Hucenk Fiset: The explanations i in the preliminary report are practically. 
the same as those contained in the main report of the Canadian National Rail- 
ways. We have examined the analysis of that report, and if there are no furthe 
questions, we might as well approve it. 

Hon. Mr. Stevens: That would be a very convenient short-cut, but 1 “do 
not think it would be a wise one. 

Sir Henry THornton: I think General Fiset means that you have exam 
the primary accounts which make up the expenses of the Canadian Nation 

{Sir Henry Thornton.] ' 
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d he enue that you approve the report in so far as the expenses 
meerned. This does not deal with the capital expenditures at all. 

Sir Eveene Fiser: It will be an occasion for discussion when the estimates 
before us. 

ir Henry Tuornron: You have simply dealt with the current expenses 
r the year. 

Mr. McLean (Melfort): Mr. Chairman, I would like to draw attention to 
the item of “ Maintenance of Way and Structures ” on pages 6 and 7. The wage 
increase is quite large, but the total increase is very small, if any. There is a 
decrease in the last item on page 7 of $59,000, and I notice decreases in various 
items of maintenance, and I also notice something of the same tendency else- 
where. There is an increase in compensation and wages in quite a few items, 
but there are quite a few decreases in maintefhance of way and structures. The 
iestion is, are the lines being fully kept up or improved. 

Sir Henry TuHornton: ‘“ Maintenance of Way and Structures” decreased 
$5,000. Practically speaking, having regard for the amount involved, that is 
about the same one year as another; that is to say, there has only been a 
variation of $5,000 for the last six months i in “ Maintenance of Way and Struc- 
tures” with respect to the eastern lines. While there is a decrease, the $5,000 
ere is a relatively small amount, and it means, practically speaking, that the 
expenses have been the same. 

Mr. McLean (Melfort): There has been a large increase in compensation 
1d wages. : 

Sir HENRY THoRNTON: The increase there was practically $64,000. Then 
you say “ Does that mean the lines have been allowed to deteriorate”— 

_ Mr. McLean (Melfort): That is my question. 

Sir Henry THornton: —and the answer is “ No, they have not”. From 
year to year you may expend a little more this year than you did last year, An 
maintenance. You may be confronted with a situation which involves the 
laying of heavier rails this year. Those rails, once laid, may not be renewed 
- ten years, so that you cannot always spend exactly the same amount every 
ar. In estimating whether a property is deteriorating or not, you have to 
90k at it not for a period of twelve months, but over a period of years. From 
my knowledge of the eastern ‘lines, I would say that the track and the general 
condition of the property is better than it was in the past year, and is very 
considerably better than it was four years ago. 

Sir Eveene Fiser: I hope that statement applies to the unfortunate sec- 
on of the eastern lines which we call “the orphan line” between Riviere du 
soup and Campbellton. 

_ Sir Henry THorntTon: We have no “orphans” General. 


Sir Eveenn Fiser: For instance, the fences between Riviere du Loup 
and Campbellton have not been touched for thirty years. We are succeeding 
pit by bit in getting a few miles of fences built yearly. I do not know whether 
is due to the fact that there is a deficit on the eastern lines, but we have a great 
of difficulty in having these fences placed in proper shape. They have 
dopted the pragramme lately of improving them somewhat, but in the mean- 
valuable animals are being killed almost daily. 


Sir Hpnry THorNton: The point to which you call attention, General, 
attention. There is no doubt but what the general condition of the 
_on—for want of a better name—what we call the “eastern lines” has 
een good. We are improving them year by year, but like other things we 
ot improve them all at once, at least not without running into an enormous 
Se), ae we are improving the general condition. For the six months 
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‘ 
ending December 31, 1927, we spent, in round figures, $46,000 on fences. Fo 
the same period in 1926 we spent $26,000. In other words, we increased ‘ou 
expenditures in the territory of which you spoke for fences from” $26,000 t 
$46,000, about $20,000, or approximately 75 per cent. That. is, we spent ‘7 
per cent more on fences in the last six months this year than in the same per 
of 1926. So you can see we are going ahead with rapidity in correcting th 
situation to which you call attention. 

Hon. Mr. Dunnine: I might help the General by pointing out that in 
the future if he, or any others, feel aggrieved in this matter, they need not com 
to Sir Henry Thornton or the other officers, but they can go to the Board o 
Railway Commissioners, the same as the unfortunate people in the other parts 
of the country. we 

Sir Henry THornton: General (Sir Eugene Fiset), do you not think an 
increase of 75 per cent in that particular item is evidence of a very substantial 
attempt on our part to correct the situation. ‘ 

Mr. Cantiey: That would depend on the amount you spent the previous — 
year. If you spent one dollar, and the increase was 75 cents, it would not 
amount to very much. How’much did you pay out the year before? Bi 

Sir Henry THornton: I can only speak in periods of six months. For 
the six months ending December 31st, 1927, we spent $46,000. 

Mr. Cantiry: Over how much mileage? ; 

Sir Henry THornton: For the same period in 1926 we spent $26,000. 

Mr. Cantiey: Over how much mileage? ae 

Sir Henry THornton: Approximately 2,800 miles. 

Hon. Mr. Stevens: On the eastern lines? 


Hon. Mr. Dunnine: The eastern lines, until the amendment passed the 
House of Commons the other day, were not amenable to orders of the Board in 
that regard. From now on, those who are aggrieved can go to the Board if 
they are not satisfied with what the railroad is doing. ; 

Mr. Cantey: It is spread out pretty thin. \ 

Sir Henry THornton: Yes, but you cannot do everything at once. 


: Mr. Cantiey: I know, Sir Henry (Thornton), but fencing is a matter 
that you can get done by contract, or do it yourself. 


Sir Henry THornton: Yes, but you have to pay for it. 
Mr. Cantiey: There is very little except advice you can get in this 
country that you do not pay for. 

_Sir Evcene Fiser: What same of us are afraid of is the fact that we are 
facing-a yearly deficit on the eastern lines, and we are afraid the Canadian — 
National will not give us the same consideration, due to that fact, which the 
other parts of the line are receiving. : ei 

Sir Henry THornton: As a matter of fact, General, that is something 
you have got to leave to the fidelity of the officers who administer the roperty. < 
As far as the Canadian National is concerned, I make no distinction between 
the Eastern lines and the Western Region. We try to administer the properties 
and spend that amount of money which we think we should spend, and go as 
far as we can in spending that money; but I cannot embark on a program in | 
one year of fixing up all the fences. ae 

Sir Eugene Fyser: I suppose it does happen that you take a survey of this 
orphan part of the railway, your Eastern division, and when you do, I wish you 
would also look at the stations, consider what they look like, as far as paint is 
concerned, and also the provision of platforms, in order to satisfy the local — 
population; perhaps not only from the point of view of the exact needs of the 
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but. asing your expenditures on the income that those small stations 
1gin. I think they deserve some consideration. 

ENRY THORNTON: As a matter of fact, General, as far as my reputa- 
as a railway officer is concerned, the Eastern lines do not enter into our 
unts, and I could spend just as much money on those lines as I ean get a! 
ernment to approve, without any skin off my shin. 

r Evcenr Fiser: I would be willing to help -you in that, 


r Henry THornTon: At the same time, I have got to exercise—and all 
officers must exercise—reasonable prudence in the things which we suggest 
Id be done. What is next, Mr. Chairman? The question is whether the 
mmittee want to accept the explanation of the expenditures or not. 
_ Sir Eveene Fiser: I move the adoption of the report, sir. 
Sir Henry THornton: | With respect:to the expense items? 
Hon. Mr. Stevens: You cannot adopt the whole report. All you can adopt 
he operating expenses which we have examined, and nothing more. 

Hon. Mr. Dtuwnnine: It is really not necessary to have such a motion at 
s stage, Sir Henry. 
‘Sir Henry Tuornton: No. You have merely examined one aspect of the 
mpany’s operations. If the Committee approves, I would suggest to the 
airman that we go on to something else. I would think that if we have got 
f expenses, perhaps the Committee would like to deal with revenue. 


Hon. Mr. Dunnine: The income statement is on page 15. 

Hon. Mr. Stevens: Which book are you using now? The red book? 

_ Sir Henry Tuornton: Yes. 

Hon. Mr. Srevens: We started with this (indicating). 

_ Hon. Mr. Dunnine: That is an analysis of expenses. 

Sir Henry Tuornron: Shall we take the income statement on page 15 of 
the red report? . | 

_ Hon. Mr. Dunnine: Operating revenue and expenses relative to the income 
atement.. 


Sir Henry Tuornron: I would suggest that you turn to page 16 where 
ou find detailed revenue. You have dealt with expenses, and now perhaps you 
wou. d\like to deal with revenue, and that will be found on page 16 of the red 
ort. 

“The CuHairMAN: The first is item 101. 
Mr. Henry: In 1927, the freight revenue was $193,541,352.73. 

ir Eugene Fiser: May I ask, Mr. Chairman, if the Eastern division is 
uded from this? 
‘Sir Henry Tuornton: Yes. 
Mr. Henry: For six months. 
‘Hon. Mr. Dunning: There is a separate statement in the yellow book deal- 

1 the Eastern lines. : : 

he CuairMan: Since the Ist of July, 1927, only. 
iY Jeuuirr: Can you deal approximately with the other? 
Sir Henry THornton: That will be developed. If you will let Mr. Henry 
ugh with this, the question you have in your mind will be developed. 
ir. Henry: The freight revenue for the year ending December 31st, 1926, 
93 787,465.76, or an increase of $1,753,886. In percentage of dollars, the 
s .91 per cent. Revenue tons carried 2.18 per cent. Revenue ton miles 
Gent. */'. oy 


oe 
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Hon. Mr. Dunnine: These are all increases? Bt 
Mr. Henry: These are all increases. Products of agriculture, tons ca 
12,108,350. There was a decrease there of 276,256 tons. Products of anim 
1 508, 526, a decrease of 24,525 tons. Products of mines, 20,419,870, an incr 


of 187 840. 


Those items Mr. Hai | is reading out are embodied i in this. 
Sir Henry TuornTon: No; it is all in the red book. =) 
Mr. Henry: Products of forests, 10,004,902 tons, an increase of 412.1 b 
tons. y 
Mr. McLean: On what page is that? 
The Cuarrman: Page 80. Bee 
Hon. Mr. DuNnING: The commodities are on page 30, and the item 
101 on page 16. Bets 
Mr. Henry: Manufacturers, miscellaneous and L.C.L., 16,489,410 tons, 
an increase of 991,286. The total tonnage carried was 60,531, 058, or an increase 
over the ied year of 1,290,540. 
Hon. Mr. Stevens: You have not the corresponding statement of the 
revenue in dollars, under these heads? 
Mr. Henry: Not by the various classes of commodities, no; we have not 
Hon. Mr. Srevens: That is not available, I suppose. : 
Mr. Henry: It is not available. 
Hon. Mr. Srevens: Could it be? 
Mr. Henry: It could be, but it would take a lot of work. 
Hon. Mr. Stevens: It is not in your system of accounting? \ 
Mr. Henry: No. Passenger, in 1927, $36,080,488. In 1926, $35,570, er 
or an increase of $509,817. 
Hon. Mr. Dunning: This is the first time we have had an increase in 
passenger revenue for some: time, Sir Henry. 3 
Sir Henry THoRNTON: Yes. Rea 
Mr. Henry: That is an increase of 1.43 per cent. The passengers ca 
ried decreased 1,048,936 or 5.27 per cent. The passengers carried one mile 
increased 48,641,911, or 3.67 per cent. This indicates a continuation of loss 
of short haul traffic due to motor bus, and private auto eee and | 
substantial increase in long distance travel. 
Hon. Mr. Dunnine: Less passengers, but carried them farther. 
Mr. Henry: 103. Excess baggage; there was a decrease there of $5,046. 
The reason for that is that apparently the commercial travellers are reduci 
the quantity of samples carried. Sleeping cars, 1927: the increase there 
$114,534. New services such as “The Confederation, ” the ‘Maple Leaf” a 
the ‘‘Acadian” were the cause of this. 105, Parlor and Chair cars. Th 
increase is $16,000. The same explanation is due, with respect to the trai 
“Confederation,” “Maple Leaf’? and “Acadian.” » Mail, the increase there 
only $5,535. Trains Nos. 11 and 12 Quebec to, Cochrane increased from thr 
to six trips weekly; heavier overflow traffic on Ocean Limited and Mariti 
express and Montreal-Toronto trains, and increased train service on weste 
region. The Grand Trunk Western lines reported a decrease of = d 
to reduced train service. i 
Hon. Mr. Srevens: At that point, do you carry, through mails, tr 
ecntinental, and trans-oceanic? Have you a through service from the 
coast, say to Europe? 
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ny THORNTON: What is the ‘answer to that, Mr. Weldon? 


Wetpon: No, I would say not. The transcontinental mails are 
rried by our competitor. 


: Henry: Express. The increase is eee) 471. The increase is in fish 


nge with Alberta Go inenk ip ca eg $43,000. Increase in the Rouyn 
ning district, $45,000. Increase in general merchandise traffic, $250,000. . 108, 
r passenger trains; $139,000 of an increase. The 1926 accounts included 
ebit adjustment with the Pullman Company of $130,000, increasing the 
aximum average earnings per car before division from $7, 500 to $9,000 for 
e years to June, 1925. 


Hon. Mr..Stevens: Just at that point, do i gather that you make a loss 

the handling of the pullman cars? 

Sir Henry Tuornton: No, there was an adjustment of our accounts 

ith the Pullman Company of $130,000, and we increased their compensation, 

te all the other railways. I am not sure that I quite get your point there, 
tevens. 


Hon. Mr. SrEvens: My point is this: I must simply gather what I 
There was an adjustment with the Pullman Company, I presume on 
count of hauling the Pullman cars. There is a division I know in the ticket. 
oes the hauling of Pullman Company cars result in ‘a loss to the National 


_ Sir Henry THornton: No. We are dealing now only with revenue. 
_ Hon. Mr. Stevens: Quite so, but, I notice here there is a debit in 1926 


Sir Henry THorNnToN: Perhaps Mr. Cooper will explain that. 


Mr. Cooper: We have an agreement with the Pullman Company whereby 

1e additional earnings there, $7,500, were divided between the Pullman and the 

Sanadian National. We made a new arrangement, whereby that $7,500 was 
ed to $9,000. 

Hon. Mr. Srevens: / That would be to the detriment of the Canadian 

} National? 

_ Mr. Coorrr: The adjustment was to the detriment, yes. That does not 

ay the result of the Pullman service was to the detriment of the Canadian 

National. 

Hon. Mr. Stevens: It is only idle curiosity on my part, but it strikes me 

at\ the Canadian National might consider whether the policy of continuing 

th the Pullman Company or installing its own sleepers is the best. 


ir Henry THornton: Our policy in that respect was this, Mr. Stevens. 
7. 

e | ae our own sleeping and parlor cars throughout routes which are within 
é boundaries of the Dominion of Canada. We operate Pullman service between 
ts in Canada and points in the United States. That is mostly a heritage 
shas come to us from other lines, with respect to our services between New 
and Montreal, and between Toronto and New York. Of course, we are 
cally obliged to use Pullman services because those cars pass over other 
ays than our own, and our mileage is relatively small. So that our policy 
- has come to this: that we operate our own sleeping cars and parlor cars 
the Dominion of Canada, but where we are involved with other railways, 
d where the service passes beyond the boundaries of the Dominion of Canada, - 
mploy the Pullman service, and our arrangements and contracts with the 
in Company are the same as those which are approved by the American 
way Association, and the other railways on the North American continent. . 
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Hon. Mr. Stevens: They are‘all on a par. a 
Sir Henry Tuornton: Yes. oe 


Hon. Mr. Stevens: But they have increased—what von I say—a m 
mum of $9,000? 
Sir Henry THornTon: That was due to a general adjustment that wa 
made in the relations between the Pullman Company and the other railways on 
the North American Continent, through the American Railway Association. 
was to compensate the Pullman Company for the additional cost they had beer 
under; their wages had gone up, and other costs as well, just as they had gone 
up with us, and it was considered a reasonable thing to do. 2 
Mr. JevuirF: You are at No. 108. 
Mr. Henry: Other passenger trains. ’ 
Mr. Jeuuirr: I do not get this yet. You have 1 revenue in 1927 at.so much, 
then for 1926 you have it in a different kind of type, which led me to think there 
was a loss in your presentation. 


Mr. Cooper: In 1926 there was a debit balance. 
Mr. Jeturr: So that there was a gain in the addition of the two items? 
Mr. Cooper: Yes. The gain was $196,000; that is right. 
Mr. Henry: Account No. 109, Milk, increase $3,888.33. That was new 
traffic from Eastern Townships and Island Pond to B. and M. points. 
_ Account No. 110, Switching. The increase is $62,609.67, due to a gine ' 


increase j in switching throughout the system Res ge at Detroit, where we switched — 
less coal ex D. and T.S. line. 


' Account No. 111, Special Service Train, a decrease in 1926 of $12,602. 26. 
This account covers revenue from circus trains, ‘from newspaper and other special 
trains, and naturally varies from year to year. 

Account No. 113, Water Transfers, Freight, an increase of $8,040.88. 


Hon. Mr, Stevens: What is that small item? 


Mr. Henry: 4That is due to the Okanagan Boat Line Local-T’ raffic. “The 
service commenced in January, 1927. ; 


Hon. Mr. Stevens: Are you making any money on that traffic? —~ 

Sir Henry Tuornton: I should think we probably were. 

Hon. Mr. Stevens: Is it off? 

Sir Henry THornton: Is what off? 

Hon. Mr. Srevens: The traffic now, the service? 

Sir Henry THornton: No, I do not think so. 

Hon. Mr. Srevens: You said you were. 

Sir Henry Txorntox: I meant to say we are. You asked me, are we — 
making any money, and I said we are. Bie 

Hon. Mr. Stevens: I thought you put it in the past tense. 

Sir Henry THornton: I did not mean to do so. ( 

Mr. Henry: Account No. 114, Water Transfers, Passenger, an increase 
$16,321.45. The Okanagan Boat Line Service, commenced January 1927, 


responsible for $4,701.90, and the additional two vessels, Grand Trunk Mil- 
waukee Car Ferry Service across Lake Michigan is responsible for $11 32957 

Account No. 115, Water Transfers, Vehicles and Live Stock, an increase 
of $15,361.14. There was an increase on the Prince Edward Island Ferry ino 


the six months to June of $724.64, and on the Grand Trunk Milwaukee Ca 
Ferry, for autos on their own wheels, $14,636.50. 


Account No. 116, Water Transfers, Other, an increase of $4,865.22. That 
was on the sale of berths on the Grand Trunk Milwaukee Car Ferry. | be 
{Sir Henry Thornton.] 


, Special ea such as the Rinine oa and a general increase in 
distance travel. 


~ Account No. 133, sihiai, Trait and Boat Privileges, an increase of 
10,689.07. 


1927 1926 Increase 

nada Railway News Company.. .. $112,073 49 $105,261 25 $6,812 24 
mearce! Lockers, Toilets, etc, .. .. ., 26,957 16 24,493 95 2,463 21 
Miacurance Commissions.. .. ...- .: 12,430 38 11,587 30 843 08 


Account No. 134, Parcel Room, there is a decrease of $10,418.19, due to the 
parcel room at Toronto being transferred to the Toronto Terminal ‘Company. 

: Account No. 137, Demurrage, a decrease of $58,641.56. The decrease is 
‘on Grand Trunk Western Lines, and is due to less congestion and delay at 
Pontiae and Detroit. 
Account No. 139, Grain. Elevator, a decrease of $47,828.19, due to less grain 
andled through the Portland and Tiffin elevators, and less held in storage at 
Saint John in the first half of the year. 

Account No. 141, Power, an increase of $6,523.22, due to increased charges 
against the Armour Grain Elevator and others at Depot Harbour. 

_ Account No. 142, Rents of Buildings, etc., an increase of $18,378.07. In 
1927 we obtained higher rentals for various miscellaneous properties owned by 
the Canadian National Railways. 

Account No. 143, Miscellaneous, a decrease of $3,961.96. 

Hon. Mr. Stevens: What is included in that item? There are some rather 
rge items. 

Mr. Henry: The International Bridge Tolls, the Victoria Jubilee Bridge 
Tolls, the Port Arthur Coal Dock, the Boarding’ Car Department, Wharfage 
vat Halifax, Portland, etc., Labour. and Handling, Cleaning and Disinfecting 
s, Heating Cars, Sale of Cinders, Paper, Water, Old Wood, etc., Detouring 
as for other Companies. 

Account No. 151, Joint Facility, Credit, an increase of $94,460.69. This 
increase is due to changed conditions at the Toronto Union Station. This 
account now receives credit with our Wheelage proportion of grass receipts from 
restaurant, lunch counter and parcel room. Previous to August 11, 1927, the net 
profit was credited to Account 133, and C.P.R. proportion recharged through 
Account 152. 

Account 152, Joint Facility, debit, $30,534.62. 


Mr. Cuabias: Is the C.N.R. a stockholder in the Old Suspension Bridge 
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‘Mr, Henry: I do not think so. 

~The Cuamman: No. 

~ Mr. Cuariin: It is not a shareholder at all? 
Sir Henry THornton: No. 

Mr. Henry: Account 152. The Toronto Union Station, as explained, 
Q bove, is responsible for $8,832.59, and certain traffic formerly considered joint 

ith the Wabash and accounted for through this account, now considered com- 

petitive, and accounted for directly through appropriate revenue primary 

unt, $21,000 of a decrease. 

Sir Henry THorNtTon: That represents all the items of revenue. We have 

ow dealt with the revenues and the expenditures. We can take up the estimates 

ow Mr. Dunning? ( \ 
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Hon. Mr. Dunnine: Unless there is something in connection wit 
accounts, unless they want to go over some revenues on the Eastern Lines 
Sir Henry THorntTon: We have still the revenues on Eastern Lines. Do 
the Committee wish to go over those? 


Hon. Mr. Dunnine: They are on page 3? 


Sir Henry THornton: On the yellow sheets. Revenue on Eastern Line 
Go ahead, Mr. Henry. 


Mr. Henry: Account 101, Freight. There was a decrease of $582,510) 
There was a decrease of $931, 809 as the result of the 20 per cent rate reduction 
under the Maritinie Freight Rates Act. Had such ‘reduction not been put in 
effect, there would have been an increase of $349,299. The difference between 
these two is $582,510. : 

Account 102, Passenger, a decrease of $32,968. There was in increase of 
$3,730 in Passengers Carried, but a decrease of $3,105,856 in Passengers Carried 
One Mile, or 2.8 per cent. That is the reason for the decrease. 

Account 104, Sleeping Cars, a decrease of $19,698. This is chiefly due is 
the new train “ Acadian”, which was put on from July 1st to September 26th. _ 
Account 107, Express. There was a decrease of $124,187. In 1926 the 

Eastern Lines received 14.35 per cent of the System Express Revenue. This 
was an arbitrary apportionment. Since July 1st, 1927, they have received 100 
per cent of the local, and mileage pro rate of through traffic, approximately 
“12.38 per cent. This has reduced Eastern Lines Express ‘Revenues by $140,000, 
and correspondingly increased Canadian National. Against this decrease we 
have an increase of $16,000 in General Traffic. ae 

Account 114, Water Transfers, Passengers, an increase of $7,101. This 
revenue represents fares of local passengers handled on the Prince Edward Island 
Ferry. In 1926 this revenue was not separated from passenger revenues, and 
was included in Account. 102. 

Account 115, Water Transfer, Vehicles and Livestock, an increase of $4,617. 
Increased revenue from Transportation of Automobiles on the Prince Edward 
Island Ferry, occasioned by more tourist traffic. 

Account 131, Dining and Buffet, an increase of $6,902. That j is due to th 
train “Acadian”. 

Account 137, Demurrage, an increase of $13,746. In August, 1926, this 
account.is charged with $10,000 cancelling demurrage assessed at Pictou, N.S., 
due to failure of railway to more promptly release cars. There was no cor- 
responding charge in 1927. 


Mr. Henry: The next is No. 139, Grain Elevator. This shows an increase 
of $5,864; intreased revenue at the St. John elevator. a 
Sir Hex RY THORNTON? That covers an item of revenue for the Eastern Lines. 


Hon. Mr. Stevens: Sir Henry, is the revenue from the Central Vermont, re 
and other lines, included? 


Sir Henry TuHornton: ‘You have everything but the Central Vermon 
The Central Vermont is under receivership, and has not been included. 
Hon. Mr. Srevens: Are we going to have that? ‘ 
Sir Henry THornton: We can get it, yes. 


Hon. Mr. Stevens: Why not round off this income, or this revenue Se 
at this point, and put in the Central Vermont figures? 


: Hon. Mr. Dunnina: Is the Grand Trunk Western included in this? 


Sir Henry THornton: Oh, yes. There is just the Central Vermont omitted 2 
and that is in the hands of the receivers. That is the reason we did not brin 
these figures forward this year. a4 
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STEVENs: What is the apidction? 
Henry TrtornTon: We can get them, but there is nothing we can do 


| Mr. Srevens: I think we ought to have them. It is a matter of 
ounding off the whole system. 


«Sir oa THORNTON: We can get those figures. 
‘Hon. Mr. Dunnine: You have not them with you this morning? 
Sir Henry THornton: No. 


“Mr. McLean (Melfort): Is that due to the fact that you are not 
perating the road yourselves? _ 


Sir Henry THornton: The road is in the hands of the receivers. It is 
ut of our hands, technically. ; 


Mr. Jevuirr: Could you give us the approximate figure? 
_ Sir Henry Tuornton: We can give you all that to-morrow. 


Hon. Mr. Dunnine: It does not make any difference to the general 
ecounts, under the present situation. | 


_ Hon. Mr. Stevens: I do not see why there should not be a frank state- 
nt about it. 


Sm Henry TuHornron: There is no reason at all. I only left them out 
ause I did not think you would want to be bothered with them, as there 
nothing we can do about them. 


Hon. Mr. SrevEns: ~ I do not suppose we can do much with any of these, 
but we could have the pleasure of looking them over. 


Sir Henry Tuornton: We will give you that pleasure to-morrow. 


Hon. Mr. Stevens: I would like to take this opportunity of complimenting 
our staff on the splendid manner in which they have got Dace accounts 
together. © 

Sir Henry THornron: We are getting experience. I. will be delighted 
have you look at these figures to-morrow morning. I would like to ask you 
Re I could be excused to-morrow morning. Mr. Henry, and the Vice-Presidents 
jwill be here to answer such questions as you may want to put to-morrow. We 
“have a dinner of our employees’ club at Toronto to-morrow night. It is a 
hering of all of our staff of employees, and sometime ago, before I could 
ell what the meetings of this Committee would be, I promised to go to that 
mner. I would like very much to go, not that it is essential one way or the 
ther, but it tends to encourage the espirit de corps of the organization. So, 
h your permission, I would like to be excused to-morrow in order to attend 
t convention at Toronto, but I will be back here Thursday morning. 


— Hon. Mr. Dunning: I understand the Immigration Committee have called 
u for Thursday morning. 


. Sir Henry THORNTON: Yes, but I do not imagine that will take very 


Witnesses retired. 
~The Committee adjourned until Wednesday, April 18th, at 11.00 am. 
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_ MINUTES OF PROCEEDINGS 


Room 424, Housr or Commons, 
WepneEspay, April 18, 1928. 


e Select Standing Committee on Railways and Shipping, owned, controlled 


Operated by the Government, was called to order at 11 o’clock, a.m., Mr. 
ison, the Chairman, presiding. 


Members present: —Messieurs Cantley, Duff, Duhning (Hon. C. A.), Fiset 
E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort), Milne and Stevens 
ets te) 42; 


In the absence of Sir Henry Thornton, Mr. R. A. C. Henry, Director, Bureau 

Economics, acted as chief witness. Mr. S. J. Hungerford, Vice-President, Mr. 

H. Cooper, General Auditor, and other members of the official staff of the 

nadian National Railways, were in attendance to assist in giving answers to 

estions by members of the Committee; also representatives from the Depart- 
of Railways. 


On opening the meeting, the Chairman stated that Mr. Neill, M.P., who was 


n present, had requested permission to address a few words to the Committee. 
Mission granted. 


Mr. Neill’s remarks were in reference to a desired bated coal rate 
oped from Vancouver Island in the Government Merchant Marine ships by 

of the Panama Canal to Montreal, on a somewhat similar basis as the pro- 
osed rate from Alberta to the Eastern Provinces, as announced some weeks ago 


the House. 


After considerable discussion, Mr. Neill was assured that the matter was 
nder investigation and would be fully considered. 


Central Vermont Railway matters were again taken under consideration 
egard to revenue and expenses. 


Mr. Henry submitted a statement for the year ending December 31, 1927, 
compared with 1926, Income Account. 


General discussion on this matier. Many questions were asked by Mr. 
is, and answered by Mr. Henry and other officials of the railway. 


age 34 of the Annual Report of the Canadian National Railway System, 
ch shows the investments in the Central Vermont Railway, was by request 
} r. Stevens ordered to be incorporated in the record. 


urther discussion on Central Vermont Railway matters. 


esumed consideration of the Annual Report at page 21, under the heading 
penditures, less Retirements, during the year 1927, Applicable to Invest- 
n Road and equipment.” 


d: Items under this heading, from 1 to 23 were taken up separately 
sonsidered. 


‘he hairman announced that it was one o’clock. ‘The question of the next 
vas taken up and it was decided that the Committee would meet again 


row, Thursday, at 11 a.m. : 


MINUTES OF EVIDENCE 


ComMiTrrE Room 425, 
( _ _Hovsz or Commons, 
- Wepnespay, April 18, 1928. 


\ ; 
he Select Standing Committee on Railways and a met at 11 


| 
“Mr. Neu: Mr. Grammer I will only detain the Connie. a very few 
utes, but I want to: ‘bring a small matter before them. The members of 


ounced the policy of the government es way of guar pane a coal rate ae 
berta to the eastern provinces, I put a question on the order paper asking if, 
lew of that fact, the government would be prepared to give an equal 
guaranteed rate on coal shipped from the Vancouver Island coal mines in. the 
Government Merchant Marine ships by way of the Panama Canal to Montreal. 
Minister of the Interior, perhaps for want of a better answer, made the 
ther unusual statement that they had not, been asked for such a rate. Of 
urse, it is against common sense to think that the handicapped coal industry 
British Columbia would not have their hands out for the same concession 
ven to Alberta, because British Columbia is in even a worse position. How- 
yer, 1 want the Committee to note the very much implied promise given on 
t oceasion that the rate had not been asked for and therefore had not been 
ven, the inference being that if we asked for it, we would be in line, the only 
reason given being that we did not ask for it. I now submit the formal request. 
have a letter here from the biggest colliery on Vancouver Island, and I 


I note that in the Finite of Commons on the 28th of March, you 
brought up the question of preferential ocean rates being given to coal 
mines on Vancouver Island, for shipments of coal to Montreal. I think 
_ there is quite a possibility of business developing on the lines of your 
- suggestion. You might take the matter up with the Canadian Govern- 
ment Merchant Marine, in order that I may have some rate to work 
upon. Ifa satisfactory rate can be obtained for our Comox coal, which 
is an excellent furnace coal, I will immediately get in touch with the 
4 Distributing Agencies in Montreal, and see if we can arrange to market 
our coal in that city. Of course, it would be necessary to make all ship- 
ments of coal during the summer months, and/it is quite possible that 
this would suit the Canadian Government Merchant Marine. 


t is all the quotation. If we can get a rate like that I believe it will 
\ ly benefit us and benefit the coal consumers in Montreal. 

might mention that it would be a less costly rate to the government 
se the limit is closer. I believe the government will be heavily drawn 
1 in Alberta if the rate is to be a success. In our case it would require only 
0 paratively small guarantee to make it a success. It would be in fact 
ntity shipments; it would be shipped by the shipload, whereas the ships 
there now are sometimes running with half freight. This would be a 
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guaranteed source of freight, which could be Lonnie upon, and 
way. They could load the entire ship’ out there in a very few hours 
special bunkering arrangements they have for that purpose. . ~ 
I would like to leave this idea with the Committee and the officials ( 
company which runs these ships, and ask if a rate cannot be worked out 
would be somewhere in line with the guarantee given, to the Alberta p 
This, J believe, would be a constant source of revenue to the company ar 
guarantee to our Vancouver Island coal mines. a 
' Hon. Mr. DuNnina:° Mr. Henry, what have you to say, aside fro; 
question of guarantee, as to the Merchant Marine taking that class of busin 
Of course, any arrangement at all similar in character to the rangeme: 
with Alberta is a matter of government policy, but what have you te say as” 
whether the Merchant Marine can give any information as to the practicabili i 
of such a trade? 
Mr. Henry: With regard to that: our Merchant Marine have looked am 
it to a certain extent and a little memorandum has been prepared. Really, y 
have not any boats which are available for that service at the moment. Boa 
which are now in the coastwise service are fully employed on other things. _ 
Mr. Neti: Is there not now a service from Vancouver to Montreal? 
Mr. Henry: There is, but the boats in that service are fully occupied wit 
cargoes of lumber east-bound. 
Mr. Net: All loaded to capacity? 
Mr. Henry: All loaded to capacity. 
Hon. Mr. Dunnine: Are these boats suitable for carrying coal, Mr. Hen ry 
What type. are they? a 
Mr. TEax.e: Because of their ’tween decks they are not aes fitted 
coal carriers. 
Hon. Mr. Dunnine: Have you any boats at all suitable for that? 
Mr, TraKie: We have two 4,400-tons boats without tween decks which y 
could use, but we consider these boats would be so expensive to operate that # 
coal industry could not stand it. 
Mr. Neri: Why would a 4 400-ton boat be expensive to operate? Is i i ( 
too small a capacity? 
Mr. Teakue: That is the answer. if 
Mr. Nem: Can anyone tell me what size of boat is properly fitted 
carrying coal? 
Mr. Teakue: Ours are now operated in the general cargo trade. All si 
ships but these two are fitted with ’tween decks for the proper handling, 
general cargo, and it is that general cargo trade they are now operating. % 
of these small boats, of 4,400 tons, were used last year exclusively for carryin 
coal between the mainland, Sydney and Newfoundland. They are not fi 
with ‘tween decks. 
Mr. Neu: Are they available? 
Mr. Treaxur: They are available, but I think because of their small 
' and the length of time necessary to make the voyage from Vancouver and b. 
again, the expense would be so great as to make it impossible for the co: 
industry to stand it. ; 
Hon. Mr. Dunnine: You will have the matter looked into further 
Henry? 
Mr. Henry: Yes, if is under investigation now. 
Mr. Netiu: Thank you. 


ae 


is i ‘ ta 

A nina: Mr. Chairman, when we adjourned yesterday it was 
od that we would come back to-day with the revenue and expenses of 
tral Vermont, in which Mr. Stevens was interested. 

. Hmnry: We have here a statement of the income account of the Central 
it Railway for the year ending December 31st, 1927; as compared with 
As was explained yesterday the floods which occurred in November of 
ear necessitated the Central Vermont being placed in the hands of a 


ey 


2 


fn 


Mr. Henry: Yes; well, really up to December 12th. 
_ Hon. Mr: Dunnine: Mr. Henry, this statement does not make it clear that 
tt is only for a ten months’ period. i 
_ Mr. Henry: It is for a twelve months’ period, Mr. Dunning. 
Hon. Mr. Dunnrna: For part of that time it was in the hands of a receiver. 
| Mr. Henry: Only from the 12th .of December, The flood occurred in 
November, but the operations were carried on by the Central, Vermont until 
e 12th of December. / a 
| Hon. Mr. Dunnine: I think if you summarize the situation, that will be 
sufficient) 
Mr. Henry: The operating revenue for 1927 was $8,504,642.16 as compared 
with $9,382,484.74. Actually those revenues are only for ten months because 
of the floods which necessitated the diversion of through traffic. 
_ The operating expenses in 1927 were $7,858,175.39 as against $7,640,647.65 
the previous year. The tax accruals were $235,798.78, as against $225,675.45, 
aving a railway operating income in 1927 of $409,646.41 as against $1,514,- 
6.97. Had the flood not occurred, we were confident that the operations this 
year would have been an improvement over the previous year. 
_ The Cuamrman: Does anybody wish to ask any further questions with 
‘egard to this? 
‘ _ Hon. Mr. Stevens: I do not wish to ask any questions which will embarrass 
the railway in its present position, and I do not think this one will. What is 
e estimate of what it will cost to put this railway back into normal operation. 
Mr. Henry: Approximately $3,500,000. 
Hon. Mr. Stevens: That includes replacement and new construction? 
__Mr. Henry:, The operation may result in a little deficit in addition to that. 


is reconstruction. 

Hon. Mr. Stevens: That is to be expected under the circumstances. 

Hon. Mr. Dunninc: That sum is provided for by receiver's - certificates 
ler the receivership. 

Hon. Mr. Stevens: I understand that. When is it expected to get the road 
operation again? 

Mr. Henry: Through service has been inaugurated but not to the extent 
uld wish. Probably in a month or two—about the 1st of June. 

[on. Mr. Sravens: These operations are not included? 

Mr. Henry: No. 

Hon. Mr. Stevens: Nor are the operations for the eastern lines in the last 
Peeciyear® 4... | , 

fon. Mr. Dunninc: No. 


ded in the main statement? 


/ 
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Hon. Mr. Dunnine: Yes. From now on under the provisions of 
time Freight Rates Act, the law arranges that the system shall not lose 
as a system east of Levis. The operations of the Maritime Freight Ra 
means that, so that while the eastern lines are outside the system, the coun: 
takes care of that deficit so that there is no concealed deficit, so far as the sy: 
is concerned, but the separate statement which we went over yesterday is bro 
down in order to show clearly how that law is working in its business effect. — 

Hon. Mr. Stevens: That was kept entirely separate from the main acco 
_ ing system of the company? ; 4 

Hon. Mr. Dunntya: Yes, and it will be in the future. It could not be prio 
to the Ist of July last, when the Maritime Rights Act only came into effect o 
that date. There has been a little confliction in the accounting in making the 
comparisons, because of the six months’ break, but in the future it will be quite 
clear-cut that the system as a system will come up to Levis on an even basis, th 
State making up the deficits east of that point. & 
Hon. Mr. Stevens: In the past, has the Central Vermont been included 1 
that main statement? oe 
Mr. Henry: Only last year. 
Hon. Mr. Dunntne@: It was brought into the income account? 
Hon. Mr. Stevens: 1927 is entirely outside gf the main statement? 
Hon. Mr. Dunning: Entirely out of the picture. Ro 
Mr. McLean (Melfort): I notice this road did not quite carry itself las 
year. Is it expected that it will in the future, when it is renovated and rebuilt 
Hon. Mr. Dunnine: There is one point in connection with the Centra 
Vermont which I know Sir Henry (Thornton) would urge if he were here. As 
some members of the Committee will remember, I had some doubt personalh 
whether from a business point of view it was worth while keeping the Centra. 
Vermont. I must say that Sir Henry (Thornton) has convinced me that th 
value of that road to the system as a whole is unquestionable.- The earnings 
“by themselves, in no way reflect the value of it to the system, because traffi 
originating on our Grand Trunk Western Lines and destined to the American 
seaboard passed through Canada, giving revenue to our lines in Canada, an 
our outlet to the seaboard to which the freight was consigned by the owners, 1 
over this line, so there is an invisible contribution to the Canadian syste 
which it would!be very hard to measure in dollars and cents. be 
Hon. Mr: Srevens: There are no Dominion eovernment -advances. to thi 
road? 
Hon. Mr. Dunnine: No, There is this about it: of course, in so far as 
the Canadian National makes advances— Bi 

Hon. Mr. Stevens: I see an item here “ Interest on Dominion government 
advances”. > : F a 

Hon. Mr. Dunnine: This is a formal statement used in connection with te 
road generally. te 

Hon. Mr. Srevens: It shows no interest in that. 

Hon. Mr. Dunnine: No, there is none. 


Sir Eucene Fiser: But when this road is out of the receivership will it b 


" 


i 


part and parcel of jthe Canadian National? ; 


Hon. Mr. Duxnine: It is bound to be a separately operated company. I 
is wholly in the United States. ee ae 


Sir Eugene Fiser: Will it be included in the future statements of th 
Canadian National? , l ‘- 
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] hat will depend upon me reorganization, General. 

Mi . Dunnine: think we could say it would be accounted in the 

‘statement in one of two ways, either its operating results in growth, or 

ficit or surplus, as the case may be, included, as it was last year, as part 

‘ ystem generally. Mr. Hungerford tells me that the hope is to work out 

the receivership in such a way as to make the relationship precisely the same 
the Grand Trunk Western, which is presently included in the accounts. 


Mir. Chairman, if there is ee further on the Central Vermont, I think 


- operation of t e ae I think the picts of the tune would desire 
to be made known. 


Mr. Harris: Before we leave this, haye we a statement of the assets and 
lities of this road, in this statement? 


ay Mr. Henry: To December 3lst, 1927, no. We have it for 1926. The 
id is in the hands of a receiver. 


Mr. Harris: Who owns the railroad now? 
Mr. Henry: The Court. 


Hon; Mr. Dunnine:’ The Court of Vermont. We are, of course, the 
Principal creditor. \ 


. Harris: We stand in the position of being the principal creditor? 
. Mr. Dunnina:. Yes. : 


; Mr. Harris: The matter is in the hands of the Court now, and it is a’ 
stion for the Court? 


Mr. Henry: Yes. 
; _ Hon. Mr. Dunning: Under the law of the State of Vermont. 
Mr. Harris: What is the Court? \ 
Hon. Mr. Dunnrne: It is a Federal Court we are using for the purpose. 
Mr. Harris: That is what I wanted to get at. 
ih. ‘The C AIRMAN : Sir ae iy aereo) stated when here that it was the 


« 


ill “oe and purposes the owner, when they ae Hardueh the ‘receivership. 
State officials are very, very favourable to the Canadian National Rail- 


Mr. Harris: J understand it is a Federal Court. 
5 Hon. Mr. Dunnine: With regard to the receivership, it! is a Federal 
urt, but, with regard to the eC geet of the Railway, it is a State matter. 
Sa State corporation. 

a Mr. Harris: Then the whole matter is in the hands of the State of 
nont? 

Hon. Mr. Dunntne: No, the Federal Court, but the State of Vermont 
Id make a great deal of difficulty in connection with the reorganization, if 
he State authorities were not favourable to Canadian National ownership and 
tion of their line. It is a State charter, in the a Place, but the actual 


was a ‘minority interest, you will remember, ‘when we received it in 
ious years, a minority stock interest. 


Harris: A State interest? 
No, a private interest. 
As I peed it oe the real ownership of the railroad 
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Hon. Mr. Dunnine:. Until the redetranra is over. NE 
Mr. Harris: How long do you think it will be Mee the a 
National, as principal creditor, will get back into the position of ownersh 
Mr. Gates That is a matter of adjustment with the Court; i could 
say. It might be three months, or it might be six months. 
Mr. Harris: Is it the view of the C.N.R. that: it would be real good 
ness to get back into ownership, and take their loss? 
Mr. Henry: “Yes. 
Mr. Harris: What will be the probable loss? 
Mr. Henry: That cannot be ascertained until the receivership is dis: 
charged, Mr. Harris. It will depend upon the reorganization which results. — 
Mr. Harris: The road has been in operation a long time; have you a 
way of ascertaining the real value of the ownership? — ; 
Mr. Henry: The only thing I can say in that regard is what the Int 
state Commerce Commission have placed on it from the standpoint of the ¢ 
of reproduction. I think it is in the vicinity of $22,000,000. \ 
Hon. Mr. Dunnina: That is, the Interstate Commerce Commission? 
Mr. Henry: That is the Interstate Commerce Commission’s valuati 


The investment in road and equipment is a little bit higher than that, $23, 000, 
J think. 


Mr. Harris: It will be a good deal higher by the time it is: relabittete 


Mr. Henry: That is a question of whether this rehabilitation -is 
operating charge or not. 


Mr. Harris: Of course you have no statement of assets and abies 


Mr. Henry: Not up to the 31st of December, 1927, but for 1926 I can © 
give it to you. a 


Mr. Harris: Have you sinking funds to take care of depreciation and so 

forth? 
Mr. Henry: They had for a certain amount of depreciation. 
Mr. Harris: What proportion? 


Mr. Henry: The accrued depreciation as of December St 1926, wa 
approximately $1,000,000. 


Mr. Harris: That. was not very much? 
Mr. Henry: That was largely a depreciation reserve set up on accoun 
of Equipment. 
Mr. Harris: It would not be on fixed assets at- all? 
Mr. Henry: There! is only $200,000 odd for fede accounts. 
Mr. Harris: What would the policy of the C.N.R. be with regard | \ 
replacements; would they all be listed in their balance sheets as assets, or re 
any proportion go in as replacements? 
Mr. Henry: Well, in that regard, so far as the Central Vermont is con- 
cerned, we are obligated to keep our accounts in a certain way. I suppose it 
the Interstate Commerce Commission regulations that would govern. 
Mr. Harris: They would govern in the operations in Canada? i 
» Mr. Henry: ’ No. Well, we have a similar system of accounts; penal 
speaking they follow the same line. 
Mr. Harris: In the final analysis, these, ee will g0 into capi 
account? 
Mr. Henry: In s0 far as we are able to convince the Interstate Ce 
Commission that they are capital accounts. 
Mr. Harris: Who decides that? 


hen” j 
hat is th ounting Officer of the Central Vermont Rail- 
it is called when 4t comes out of the receivership. 
ARRIS: Would you care to express an opinion as to the efficiency 
ich the C.N.R. so far has been able to convince the Interstate Commerce 
ssion and also the like body here in Canada that certain renewals, 
ents and betterments should go into Capital Account? \ 
Mr. Henry: In the United States, the Interstate Commerce Commission 
fairly rigid; they review them, they send their Inspectors around to review 
e Divisions. They have to do that because of the provisions of the Trans- 
ion Act. But in Canada there is no such body, and therefore it is largely 


question of an interpretation of the general rules underlying the accounting 
fem ye | 


rae . Ma 
G Mr. Harris: Have you any view of that interpretation by the Dominion 
ernment at all? hast 

Mr. Henry: The Dominion Bureau of Statistics have a classification of 


counts which corresponds in the main with those issued by the Interstate 
mmerce Commission. 


Mr. Cooprr: It is governed by the Railway Commission. They have 
sued road and equipment specifications, wltich we have to adopt and carry 
Mr. Henry: _ But Mr. Harris means the policing of it afterwards. 

Mr. Cooprr: We return to them. They do not go around and check it 


ede ye, 
‘Hon. Mr. Dunnine: But your Auditors, I presume, check you up, as 
gainst the regulations? 

Mr. Cooper: These are regulations to specify the expenditures correctly, 
nd in addition our accounts, are certified by outside auditors, chartered 
ccountants. 

Sir Kucene Fiser: There is no departmental audit, as far as the Depart- 
ment of Railways is concerned? 

Hon. Mr. Dunnine: No. There is an independent audit, and the certifi- 
ate is here. Of course the Bureau of Statistics has the same right to enforce 
ir standards: _ : 
Hon. Mr. Stevens: -Would there be any objection, Mr. Chairman, to 
having the investments in the Central Vermont as set forth in this statement 
age 34, put into the record at this point? They are here, and are public. 

*Hon. Mr. Dunnine: Not at all. 
_ Hon. Mr. Stevens: That is not any embarrassment, is it? 
“Hon. Mr, Dunning: Not at all. 


(Statement follows) : 
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A/C 706—INVESTMENTS IN AFFILIATED COMPANIES ~ 


Amount own- 


Compan Amount ed by 
at outstanding Can. Nat valu 
t System be 
Dre cus: $5 “cts $ 
“A”_Stocks— 
Atlantic and St; Lawrence Rail Road Company......... 5,484,000 00 224 33). 
The Belt Railway Company of Chicago..............-- 3,120,000 00 240,000 00 
Central Vermont Railway Company................-- 3,000,000 00} 2,191,100 00 
Chicago & Western Indiana Railroad Company......... 5,000,000 00} 1,000, 000.00 
The Detroit and Toledo Shore Line Railroad Company.| 1,428,000 00 714,000 00 
The Ontario Car Ferry Company (Limited)...... PS 500,000 00} . 250,000 00 
The Toronto Terminals Railway Company........-.-.- 50,000 00 25,000 00 
The Toledo Terminal Railroad Company.............-.] 4,000,000 00 387,200 00) 
Detroit Terminal Railroad Company..........-...----- 2,000,000 60} 1,000,000 00 
Canadian Government Merchant Marine, Limited...... 460,900 00 900 00. 
\ 25,042,900 00} 5,808,424 33 1,516,785 91 \ 
“B’’—Bonps— : 

Atlantic and St. Lawrence Rail Road Company......... 3,000,000 00} 3,000,000. 00 
Central Vermont Railway Company 5% Gold Bonds. ..| 12,838,300 00} 4,229,300 00 
Chicago & Western Indiana Railroad Consolidated Bonds| 49,298,666 67} 2,187,000 00 
The Detroit and Toledo Shore Line R.R. Co. First Be 

Mortgare¢Bond syed, apices are ae cers ere 3,000,000 00 587,000 00 
The Muskegon Railway & Navigation Co. First Mort- 

gare Gold: Bonds 0). Ce try aah ee Nee a ae 571,200 00 55,300 00) - 
The Toledo Terminal Railroad Company... 5,241,000 00 137,000 00 


The Toronto Terminals Railway Co. 5% First Mortgage 
TE Yoy ths eta NAR Week AM eck ROMEO LORS ta tian OR Lakin gs Ss 


“C”—Notres— 
Central Vermont Railway Company.............:.-.... 
‘ 
“D’’—ApvVANCES— 

Canadian Government Merchant Marine, Limited....... 
Central Vermont Railway Company..... SE NRA See Gaye acer 
Chicago & Western Indiana Railroad Company......... 
The Muskegon Railway and Navigation Company...... 


| 


Total Balance Sheet A/c No. 706............... 
i 


12,582,100 00 


6,291,100 00 


86,531,266 67 


16,486,700 00) 


16,456,591 80 


8,041,905 52 
_ 


14,098,303 16 
40,113,586 39 


565,760 57 
12,850,343 15 
638,114 66 
44,084 78 


Hon. Mr. Srevens: It might be well to complete the record with regard 
IT want to ask a question, which Mr. Henry can answe 
and clear up. On page 34 of the Canadian National Railways Report for 1927, 
the heading is “Investments in Affiliated Companies; (a) Stocks.” Then there 
is an item, Central Vermont Railway Company, amount outstanding $3,000,000, — 
amount owned by the C.N.R. System $2,191,000. Now, do I understand that 


to the Central Vermont. 


that is ordinary stock of the Railway? 


Mr. Henry: That is the control which the C.N.R. exercised over the Central — 


Vermont prior to the receivership. 
Hon. Mr. STEVENS: 
Mr. Henry: 
Hon. Mr. STEVENS: 

5 Per Cent Gold Bonds, 

$4,229,300? 

Mr. Henry: 
Hon. Mr. STEVENS: 


That is correct. 


asset? 
Mr. Henry: That is right. 


i \ 


That is the ownership of stock? 
‘That is the stock ownership. 


Next we have under bonds, Central Vermont Railwa 
amount outstanding $12,838,000; owned by the C.N.R. 


Might I ask this; there is $12,000,000 outstading. — Do 
I understand that the $4,229,000 is held in the treasury of the C.N.R. as ai 


y 


ie 


{ 


4 


Saud 


‘ 


eee ? 


‘Henry: That means advances to ae Central Vermont Railway, for 
1 notes were received. 


don. Mr. Stevens: Secured by notes of the Central Vermont? 
Mir. Henry: Yes. 
‘Hon. Mr. Stevens: And held in the treasury of the Canadian National? ‘i 
Mr. Henry: Held in the treasury of the C.N.R. 

Hon. Mr. Stevens: Let me go a step farther. \ 
Mr. ‘Henry: Under (c) I think that relates to the Southern New England, 
does it not, Mr. Cooper? 

Dir ae” Ves, 

_ Hon. Mr. Srrvens:” I did not get, that. 
Mr. Henry: That relates to advances on the Southern New England and — 
urn advances to the Central Vermont. 
Hon. Mr. Stevens: But it is all in the Peat 
(| Mr. Henry: Yes. 
Elon. Mr. Saves Then under (d) we have, Advances to Central Vermont; | | | 
Railway Company $12,850,343. 
_ Mr. Henry: Those are advances made by the C.N.R. and the old Grand 
runk Railway from time to time to the Central Vermont proper, for other 
purposes than the Southern New England. 
Hon. Mr. Stevens: Let me ask this; does the $12,850,000 and the $8,000,000, 
1a ng $20,850,000, represent loans or advances to ats Central Vermont Rail- 
a \ 

Ooi Henry: That is correct. 
-» Hon, Mr. Dunnine: : Much of that, Mr. Stevens, occurred before the 
Canadian National came in. 2 
‘Hon. Mr. Stevens: I am not asking this in a spirit of criticism; I only 


m, Mr. Dunning: | just want to bet the picture clearly before the Com- 
This goes back to the days of the old Grand Trunk, before the days of 
anadian National. 


Hon. Mr. Stevens: Then there are the Central Vermont bonds. Those 
ds represent advances as well? | 


Mr. Henry: Well, they were bonds which the old Grand Trunk had 
red, and exchanged. for advances for betterments and so on. 


+ Hon. Mr. Stnvens: Roughly, the investment would be $25,000, 000? 


Mr. Henry: Yes, $26,000,000; it is nearly $27,000,000, a little over 
27,000, 000, with the stock. ~ 


_ oe Coorrr: That is, taking all the stock. 

Hon. Mr. Stevens: I left the stock’ out. 

‘Hon. Mr. Dunnine: I am willing to put it in. 
_* Hon. Mr. Stevens: There is $25,000,000, represented in bonds, notes and_ 


/ 


Mr. Henry: That is right. [ 
Ton. Mr. STEVENS: And $2,191,000 of stock? 
Mr. Henry: That is correct. . 

yn. Mr. Stevens: That represents the total investment in the Central 
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Mr. Henry: Yes. _ is cn : 
Mr. Jenkins: Are those 5 Per cent Gold Bonds in the hands of the st 
holders? 


Mr. Henry: The balance. 

Mr. Jenxtns: These people would only realize a fraction? 4 

Mr. Henry: Well, they are guaranteed by the Grand Trunk Railway © 
Company of Canada. ; 

Mr. Jenkins: Those bonds would. bear 5 per cent? 

Mr. Henry: They would bear 5 per cent. 

Mr. Jenxins: And they will continue to do so? 

Mr. Henry: It depends upon the outcome of the receivership. 

Mr. JenKins: Is the whole $12,800,000 guaranteed? 

Mr. Henry: Oh, yes. : : 

Hon. Mr. Stevens: That involves the contingent liability of an additional 
$8,000,000? . ‘ 

Mr. Henry: They are being taken up, as a matter of fact. 

Hon. Mr. Stevens: That would mean $33,000,000? 

Mr. Henry: That would mean $33,000,000, yes. 

Hon. Mr. Strvens: And’ $2,000,000 worth of stock? 

Mr. Coorrr: The $2,000,000 of stock does not represent a cash investment. 

Hon. Mr. Stevens: That is the reason I did not include them in the 
summary I was making. 

Mr. Jevuirr: <Are the notes and advances secured in any way? oe 

Mr. Henry: They are secured merely by notes of the Central Vermont; 
there is no collateral, other than the Central Vermont notes. 

Hon. Mr. Dunnine: It strengthens our position before the court. 

Mr. McLean (Melfort): What is the total estimated value of the road 
now, $22,000,000, did you say? | / ce D 

_ Mr. Henry: I said that the investment in road and equipment was 

$23,000,000. ‘ 

Mr. McLran (Melfort): Some of that would be dissipated by the flood, 
I suppose? 

Mr. Henry: Yes. ; 

Hon. Mr. Dunnine: That is an important point, Mr. Stevens. I was _ 
just trying to get it straightened out, before I put the question, but perhaps I 
can get it straighter by putting the question. Mr. Henry, the Central Vermont — 
system was improving year by year in its financial showing? } 

Mr. Henry: There is no question of that. a 
Hon. Mr. Dunnine: I remember that Sir Henry indicated that there was 
a likelihood of the Central Vermont carrying itself during last year, 1927. Will — 
you explain to the-Committee Just what was meant by that? — oe 

Mr. Henry: That means that it would have paid the interest charges, — 
and all advances made by the Canadian National Railway, except that $8,000,000. 
made on behalf of the Southern New England. The arrangement there, made 
by the old Grand Trunk, was that that should not pay interest until the Southern 
New England was in operation and earning interest. ; ; 

Mr. Durr: Did the C.N.R. pay cash for that $4,429,000-of bonds, or were _ 
they additional assets taken over when you acquired the Grand Trunk? i 


Mr. Henry: There were certain four per cent securities in the hands of - 
‘the old Grand Trunk, totalling about the same amount, and they were offered — 


ir. SRE NG cf ed gt i y ¢ 
‘ 920. They represented dvances which the Grand Trunk had 
Wi so) time, for betterments to physical proprety rather than 


Durr: I am trying to find out if it.is actually cash advanced by the 
or if it was part of the assets taken over from the Grand T runk? 
Henry: It was part of the assets taken over. 

Mr. Durr: Tt is not cash advances? | 

r. Henry: $4,000,000: is not cash advanced, but represents first mort- 
bonds held in the Treasury, for which the old Grand Trunk paid cash. 


Mr. Durr: When you bought the Grand Trunk did you have to pay 
000,000 for those bonds? 


Mr. Henry: They were simply in the general assets. 
Mr. Durr: You did not pay cash-for them? 


Mr. Henry: The Government acquired the stock of the Grand Trunk, 
therited all the assets and liabilities, 


Mr. Jevuirr: It showed your intérest in the road, anyway? 
Mr. Henry: “Yes. 
Hon. Mr, Dunning: There is no doubt that the condition of the Central 


ont, under Canadian National management, has improved as compared 
vit 1 the old days of Grand Trunk management. 

_ Hon. Mr. Stevens: It seems'to be steadily improving. 4 

- Hon. Mr. 'Dunninc: Yes. 


- 


Mr. Henry: The investment I gave here does not represent all the assets 
ie Central Vermont; it has a transportation company as well. 


Mr: Harris: I would like to get a statement of the assets and habilities, 
possible. 


Mr. Henry: Could we give them, as of the date of the receivership? 
Mr. Cooper: No, you would have to ask the court for them. 
Mr. Henry: We would have\to apply to the court for that, Mr. Harris. 


on. Mr. DunNING: We have the statement for the 1926 assets and 
1e€s. pe 


Mr. Harris: I was just following Mr. Henry’s statement. 


Mr. Henry: We could easily put that on the record. I have the report 
of December 31st, 1926. ; . 


Mr. Harris: The remarks ‘you made are based on that particular state- 
r. Henry: No, the remarks that have been made with respect to the 


idian National investment, have been made from our report which has 
led. 

[r ss: I do not see how you are able to give us an income state- 

and, at the same time, you are not able to give us a statement of the 

nd liabilities? 

Henry: The reason for that is because the books are in the custody 


: They were in the custody of the court before this was made 


We had those figures. i 
‘You must have the others? 
No. 
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Mr. Harris: How is it that you have this and you have not 
and liabilities? \ 

Mr. Henry: ‘The assets and liabilities are a different eva Mr i: 

Mr. Harris: It is the same set of books? 

Mr. Henry: It is the same set of books, but the inter- relations whicl 
existed between ourselves and the Central Vermont was such that the 
nished us with a monthly income account; they did not furnish us with mont 
balance sheets. 

Mr. Hasgris: This is not a monthly ee it covers a six mont 
period. 

Mr. Henry: ‘That is a result of the monthly situation. 

Mr. Harris: We have'no statement of the assets and liabilities of th 
Central Vermont Railway, a that one for the, period ending Decembe 
31st, 1926, is that right? 

Mr. Henry: We could ee one by going to the court ape pa it, 
as of the date of the receivership. / 

Mr. Harris: You have none in your possession at the present time? : 

Mr. Henry: No. “ae 

Mr. McLean (Melfort): Was it not due to the change in the, assets a 
liabilities of the road that it was handed to the receiver? se 

Mr. Henry: The reason it went into’ the hands of the receiver wa 
because of the necessity of raising $3,000,000 to rehabilitate the road. 

Mr. McLean (Melfort): To: repair the damage done to tHe assets, a 
provide for an increase in the habilities? 

Mr. Henry: To repair the damage done to the roadway to permit it to 
operate at all. There were ninety miles of road which were absolutely washe 
out. | y tata 

Mr. McLean (Melfort): Would that not affect your assets? 

Mr. Henry: Whenever receivers’ certificates are issued, either for this c 
of rehabilitation, or for the operating deficits which result during the receiv 
ship, they will have to be a prior charge, and will have to be taken care OE 
before the interest of the National Railways. Naturally, when it once i 
will have some portion of this additional charge on it. 

_ Mr. Harris: On what statement was the road put into chivas There 
must have been a statement which was the basis of ordering the receivership? _ 

Mr. Henry: I think it was done by the National Railways estan to the 
court, it being the largest investor. fee. 

Mr. Harris: They must have had a statement before them. 

Mr. Henry: Oh, yes, they had a statement of the amount of money requil ; 
to put it into shape. 

Mr. Harris: This is not the statement? - ve 

Mr. Henry: No, that is the income account; it represents the csulte 
operation. ‘ 

Mr. Harris: I do not want to embarrass the railway i in any way, but. i 
possible that we could have the benefit of the statement on which you b 
your judgment that it should _g0 into receivership; you foe the lar est, 
creditor? 

Mr. Henry: I think we have it, but I do not happen to have it with me 

_ day. I do not think there would be any objection to presenting that. 
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do no t e Committee has any real information. 
this, but it has nothing to do with the receivership, or nothing to do 
anding of the Central Vermont Railway. 
CHAIRMAN: The first day Sir Henry was here he gave us a statement 
ason for asking that it go into receivership was that the Canadian 
id not feel disposed to spend all of this money on re-establishment, 
1 | minority shareholders have the benefit of it. 

Mr. Harris: I quite appreciate that, but it would be better if the Committee 
the statement on which he based his judgment. 
Mr. Henry: ‘That was largely, Mr. Harris, an estimate of the amount of 
ney involved to rehabilitate it, which estimate resulted from an inspection 
nade by our officers following the flood. 

Mr. Harets: Perhaps the Committee is satisfied to take Sir Henry’s judg- 
but, at the same time, they would like to see the facts on which it is 


ie 


sed. 
Hon. Mr. Dunninc: There is one way in which we could possibly arrive 
that; we could take the 1926 babance sheet, and we know that there requires 
o be added, in the form of expenditures, $3,500,000. 

Mr. Harris: We do not seem to be able to get information on the gap in 
ere, between 1926 and the time the C.N.R. made up their mind it was good 
usiness for this road to go into the hands of a receiver. If it is not in the 
terest of the railway to give that information, as to the statement of assets 
d liabilities, and they object to it being given, I do not want it. If there is 
reason why it could not be given, I do not see why the Committee should not 
eit. 
‘Hon. Mr. Dunnine: There is a way in which we can arrive at an approxi- 
ni , at any rate, of the assets and liabilities. We have before us the 1926 
statement of the assets and liabilities; we know that the receiver is now expend- 
money, and we know, because of our interest in the property, the approximate 
al of the money which is being invested in the property to replace what 
destroyed by the flood. There is unquestionably an addition to the 

jes, as it now stands in receivership, of $3,500,000, over the liabilities at 

of 1926. : 
Mr. Henry: Plus the operating deficits. 
on. Mr. Dunnina: If the Committee could do anything about that, I 
know of any reason why any information should not be given to the 
ittee. If there is such a thing as a balance sheet up to the time it went 
ceivership, I know of no reason why it should not be produced. 
r. Henry: We can produce one, Mr. Dunning. 
Hon. Mr. Stevens: I do not see any objection to it. I think you are a 
» unkind to the Central Vermont, in your summary, because out of this 
or four million dollars to repair the damage of the flood, a certain portion 

ould undoubtedly have an added benefit. to the road, which would mean 
a parti 1 increase in the assets, as well as a total increase in the liabilities. 

: Ho Mr. Dunnine: Sir Henry admitted that in his first statement with 

. this matter. 
_ Mr. Stevens: It cannot be ascertained until the improvements are 
pleted, and the expenditures made, just what the effect will be? 
Mr. Henry: That will not be known until the receivership is discharged. 
_ Mr. Stevens: In the meantime, it does seem to me that Mr. Harris’ 
is not unreasonable. That is, a statement of the assets and liabilities, 
+ime of the receivership, should be given. May I say this, Mr. Chairman, 
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_ If not, we will go on with the rest of the accounts. We will take up Expendi- 


* 


and I have been hesitating very much to ask the question, that I think y 
statement bears out the fact that there is nothing to be gained by any sec: 
here. . 


Hon. Mr. Dunnin@: Not at all, especially with respect to the accounts 


Hon. Mr. Stevens: You have published this, and the whole world has it 
and you may rest assured that it is carefully analyzed by anyone intereste 
The upshot of it is that the Canadian National Railways is, by long odds, th 2 
main creditor of this road, and the equity of the minority shareholders only 
amounts to nothing minus something. 7 an 


Hon. Mr. DuNNING: There are the bondholders as well. — 


Hon. Mr. Stevens: Of course, that is a different thing. You are responsible y 
for the bonds? 


Hon. Mr. Dunnina: There is no possibility of embarrassment to the receiver- 
ship, as I see it, in discussing anything which is in these accounts. There is 
only one thing to bear in mind, and that is that the minority stockholders ar 
all citizens of the United States, and citizens of the State of Vermont. \ 


Sir Everne Fiser: How would you propose to raise the money to pay for 
“whatever deficit may exist, that $3,000,000 that you mentioned? Do you 
propose to issue new bonds, and guarantee the bonds, or do you propose that the _ 
Government should vote it yearly, and treat the Central Vermont in the same oa 
manner as you are treating the Eastern section of the National? , 


Hon. Mr. Dunning: They are not going to do that; whatever happens that 
will not be done. Any reorganization will have to wait on the outcome of the 
receivership, there is no question about that. Until the court determines just. 
who is who, and what is what in the matter of claims of creditors, there cannot — 
be any definite statement made as to where we might go from there. We have 
every assurance, from the manner in which the court proceedings have gone 
so far, that there is a disposition on the part of the American courts to treat 
the Canadian National’s interests in the property very fairly. That is _not 
saying too much, is ‘it, Mr. Hungerford? ; 


Mr. Huncerrorp: That is the situation. ’ ‘ 


The Cuatrman: Have you any further questions on the Central Vermont? 


tures, less Retirements, during the year 1927, applicable to investment in road 
and equipment. This appears on page No. 21. You will notice that we have 
both the Eastern lines and the Canadian, National; they are tabulated together, 
although they are separated. 


Mr. Henry: The first item is “ Engineering ”— 


Mr. Harris: Mr. Chairman, before we go into that, is it possible for us to 
get a little more definite statement with regard to the authority upon which 
certain items go into investment in road and equipment, and how that authority 
is reviewed afterwards? I understand the authority comes from the manag 
ment of the C.N.R., but is there any review of that authority by anybody in 
Canada who has the authority to act? ~> es 

Mr. Henry: I do not think so. 


Mr. Cooper: The auditors of the Department of Railways and Canals 
examine our charges to Capital accounts. 


Mr. Harris: Have you found in your experience, say, in the last year that 
they recommended that some of these items you have charged here to road an 
equipment should perhaps be charged to expenditures or retirements? 


Mr. Cooper: No, I do not think they would have any grounds for suggestin 
that. I think our accounts are correct. ; ee 


see 
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RIS: I quite appreciate that you are 100 per cent efficient, but we 
infallible. Have you had any instance. where the auditors have 
necessary to question your charges to road and equipment? 

Mr. Coorrr: No, I would say not. I would say, though, that they from. 
pane ask us as” - the basis for the division between operating and 
EMIS 

Mir. Harris: And the answer you give them is final, as far as they are 
ned? In other words, you become almost a law unto yourselves? 

Mr, Cooprr: I would say this: if they go over our work in that way 
would need a staff almost as big as we have. 

__ Mr. Harats: Perhaps you could tell us how the Inter-State Commerce ~ 
‘commission does it? 

Mr. Coorrr: The Inter-State Commerce Commission does not— 

“Mr. Harris: We had the statement a while ago that their inspectors did. 
Mr. Coorrr: I was going to make an exception to that. Except for 
pecial investigations it is not the practice of the Inter-State Commerce Com- 
ission to police the charges to capitalaccount. They hold the railways 
erely accountable for carrying out their instruction and provide severe 
alties for failures. ; 4 
Mr. Harris: But not in this country? 

Mr. Coorrr: I do not know of any penalties in this country. 
‘Mr. Harris: The matter is entirely within the hands of the management 
f' the C.N.R»,/within reason, as to where you will place these costs, whether 
ey go into road and equipment, or into capital charges. 
~ Mr. Cooprr: Yes. We have independent auditors, who are also respons- 
for the checking of our distribution— 

Mr. Harris: I quite appreciate that they do not go beyond that. 

* Mr. Coopmr: “Yes, they do. 

Mr. Harris: How far? 

_ Mr. Cooper: I would say, to a very great extent. They check-us up and 
uke exception to some of our distributions, and we have to agree between us 
to what is the correct distribution. 

Mr. Harris: © Would you enlarge on that a little farther, and enlarge the 
oint you raised some time ago about the Railway Commission having some 
y in the matter? 

_ Mr. Cooper: 1 do not just gather that question. : 
‘Mr. Harris: I raised the same question earlier to-day. Somebody said 
t the Railway Commission had some review in this matter. 

‘Mr. Coormr: No. The accounting regulations governing the charges to 
ae account were issued by the Board of Railway Commissioners of 
a. 

‘Mr. Harris: And your auditors work under those regulations? 

ime CoorEr: Yes, absolutely. 

‘Hon. Mr. Dunnine: Are those regulations placed in the hands of the 
ide independent auditors? 

ir. Cooper: Yes, they are just as cognizant of them as we are. 

on. Mr. Dunnine: It is part of their duties to audit your compliance 
these regulations? 

Cooprr: Yes sir, and they certify here that those accounts are cor- 
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Mr. Bert (Deputy Minister): Mr. Cooper, if you would expl 
relationship between the American Railway Accounting Officers As ) 
and the Commission in, classifying these accounts, and working out the 
. putes, it might clear up something which Mr. Harris wants to know. 


Mr. Cooper: The classification of investment accounts as prescribed | 
- the Commission was drawn up after consultation with a committee of the R: 
way Accounting Officers Association. All of the Classified roads in the Uni 
States are members of the Railway Accounting Officers Association. The cla 
fication, before adoption by the Inter-State Commerce Commission, was 
cussed with the Railway Accounting Officers, and it is the concensus of 
opinion that this classification is the proper classification to adopt. From 
to time the Railway people do suggest revisions of that classification, and the} 
are discussed by the Association and recommended to the Commission, and 
agreed to by the Commission are made parts of the classification. a 
Mr. Bett (Deputy Minister): As a matter of fact, no change is mad 
without referring it to the Accounting Association to get their opinion an 
the opinion of the leading accounting officers from one end of the country 
the other. : oe 
Mr. Cooper: They always get the opinicns, but they do not always follow - 
them. a 
Hon. Mr. Dunnine: When you say “accounting officers” you mean — 
accounting officers in Canada or in Canada and the United States? 
Mr. Coorrer: Both. hols 


Mr. Bett (Deputy Minister): All the leading railways are members 0: 
that. I might say, Mr. Harris—I do not know what it will be worth—that our 
classification of accounts as between operating and mvestment is as correc 
as it is possible for railway accounts to be made. You understand, that is only 
my personal opinion. ae 


Mr. Harris: Over what period of years? 


Mr. Cooper: We are talking about the present year, 1927, but my experi 
ence goes back to the commencement of the Canadian National Railwa 
system. A 

Mr. Harris: I do not want to divert from this argument, Mr. Chairm: 
but I want to make this one observation, that the increase in the capital asse’ 
as shown by this statement is certainly rather out of proportion to the r 
value of the railway as it stands to-day. Se 

Hon. Mr. Dunnine: Mr. Chairman, that is-rather important. If that is 
so, I think we should have it demonstrated and have the officers examined on 
that point. If there is an inflation of the capital account, I think it is” 
most important thing that could come before this Committee. (To Mr. Harr 
I think you had better proceed on that. I, for one, want to know if that is th 
case. ae 
Mr. Harris: I would ask if Mr. Cooper, along the same accounting systen 
could not enlarge on that and give us some idea of what sort of sinking f 
or reserve is built up in this regard, to take care of the depreciation of r 
stock which is in the capital asset account. ‘ 
_ Mr. Cooper: That has nothing to do with the public charges 
investment charges themselves. That is another part of the balance shee 
altogether. ee ee 


_Mr. Harris: I appreciate that, but the Minister seems to be anxious 
review that part of it. It has nothing to do with page 21. 
_ Mr. Henry: Mr. Harris, this general statement may be taken as repr 
ing the point you raised last. The Canadian National Railways, except 
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e he Uni , do not set up any depreciation or 
ve either with respect to roadway or equipment. What it does 
to the current year’s operations the cost of retiring thosegunits 
t of service during that year, and in cases where there is a part 
da part betterment, the rules which the accounting classification 
that distribution are used to determine the amount to be charged - 
maintenance, as the case may be. With respect to the United 
mes the I.C.C. classification makes it compulsory for the railways to 
o their accounts each year an amount representing depreciation on 
nt. It does not make it mandatory, but allows them to do that if they 
to charge to their account depreciation upon their road items. 
M Harris: Under our system here, we do not do that? 
Mr. Henry: We do not do it, no. 
Mr. Harris: Would it be safe to say that the original cost of that particu- 
et would be found in the total assets of the railways? 


‘Vir The unit of equipment purchased and put into operation is 
ded in the assets? 
Yes. 
_ Mr. Harris: But, we will say, it is operated for a year and its depreciation 
thus and so: there is no fund on the other side of the books to take care of 
depreciation for the year gone by. 
Mr. Henry: It is a question whether in a large institution. such as a 
y, covering thousands of miles and thousands of items— 
ir. Harris: I appreciate that. I do not say for a moment that we should 
sand so. I want to bring out this particular point as it strikes me. You 
is piece of rolling stock, which is really an asset, on the road, and then 
mu retire it and put in some new elements on the road, and you operate them 
or a year. They stand on the books at 100 per cent of what they cost. Now, 
start in and operate them for a second year, but you have no sinking fund 
take care of the depreciation for the first year, and so at the end of the 
econd year they stand on the books at their original cost. 
_ Mr. Henry: It is just a question whether in the operation of a large 
ny such as-a railway company extending over thousands of miles, it 
y- makes very much difference over a period. The reason for that is this: 
whilst it is true that proportion of the life of the various elements used 
chausted each year, it is equally true that there is charged to the expenses 
t year, in respect to this item which was retired, the entire life, so that 
you had a sinking fund reserve over a long period, it is questionable 
it would make very much difference? In a specific year it probably 
Mr. Harrts: I would like to follow this a little further. During the last, 
will say, five years the Canadian National railway has found it necessary 
itate to a very large extent the different parts of the system. That is 


EN] That is correct. 

Harris: In the rehabilitation it has been found necessary to retire 
ts which were not of very much value and buy quite a number of other 
which were quite costly? 

Henry: ‘That is correct. 

_ Harris: Those units to-day are in operation and stand on the books 
way at 100 per cent of their cost? 


a: 
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Mr. Henry: At their cost. That is, provided they were new 
not involve a retirement at that time. If they did, they stand in the boo 
difference. ; ifiek ewe 

Mr. Harris: The system of keeping the records is such that no dep 
ation or sinking fund is available when you find it necessary to retire 
particular element? “ 

Mr. Henry: Except with respect to the U.S. lines, that is correct. 

Mr. Harris: Then, if we found it necessary to-day to liquidate t se 
assets, we would at the same time find it necessary to take a considerable loss 
in depreciation and sinking fund, even if we got 100 per cent of their to-day’ 
value. 

Mr. Henry: That is a question. It depends.on how you were going c 
liquidate them. a 

Mr. Harris: I can quite appreciate that over a period of fifty years, prob 
ably your theory would be quite sound, but inasmuch as this road is newly 
rehabilitated and very large expenditures have been made to put it on 
proper basis, the position during the early years is such that the capital asse 
‘of the company are away in excess of the real value of those assets. ~ 


Mr. Henry: The capital assets are away in excess of the real asse 
There is one thing which has to be taken into consideration, of course, in making — 
that statement and that is that quite apart from any depreciation which may — 
exist, it is a fact that the cost of some of the elements which went into the — 
property, say, between the period from 1920 to 1923, is a great deal higher than © 
at that time— a 

Mr. Harris: I quite appreciate there is an appreciation. 

Mr. Henry: That in itself might be a rather serious matter. 

Mr. Harris: That is getting away from the main point. 


Mr. Henry: But I think it is probably a reasonable statement to make, | 
‘and one which is based upon the experience of the railroads in the United States — 
and Canada over a period of years, that is impossible to keep a railway in a 
condition in excess of, say, 85 per cent of what it would cost to replace it now. 
There is probably that amount of accrued depreciation you would never be 
called upon to make good. : 
Mr. Harris: My idea is that we are in this position to-day; we find our- 
selves spending a lot of money on different elements necessary to rehabilitate 
all these lines. That money—-up to 100 per cent—is still listed in our asse’ 
with no depreciation or sinking fund. Take a hypothetical case: if the life 
this element was 10 years, we would find ourselves at the end of 10 years wit 
this large investment of new elements to-day on our hands and find it necessa 
to retire them and replace them, so we would be in a position at that time wher 
“we would again have to make very large capital commitments to replace the 
elements we have retired. ( a 
Mr. Henry: Of course, what would happen there, Mr. Harris, would be 
- this: that the operating expenses under those conditions, provided we intend 
to keep the railway operating, would be heavier ; that is, the amount you wou 
_ charge to current operation to make good the life at the high prices—which 
presume is what you are speaking of—when exhausted would have to be charge 
to operating expenses, and, therefore, we would have a larger credit in the — 
operating results of that year to apply to the purchase of the equipment we 
intended to replace the retired material with. As an illustration of that, I mig 
say that in 1927 the retirement feature amounted to approximately $14,000,00 
Mr. Harris: And the betterments were how much? ae 


Mr. Henry: The betterments were $45,000,000. 


od 
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ne year succeeded the other, you would find that your 
nts features would be more and more. ' 
Henry: If the situation to which you refer exists to a large degree, 
eans that at some time in the future our operating expenses would be rela- 
y higher than they are now. That is true. 
r. Harris: As one year succeeds the other the retirements, after we get 
> first use of all these new elements we have during the last five years, will 
re and more. : 
_ Mr. Henry: For instance, if you put in ties for 100 miles this year, it 
improbable you would have to renew those ties in that 100 miles inside of 
or seven years, and naturally at that time your retiring feature on that 
particular section would be much higher, but at that time the charge would 
be an operating charge. 
_ Mr. Harris: Mr. Henry, I imagine the railway has a fairly good idea of 
he life of the different elements which go to make up the whole railway system. 
ff a sinking fund were arranged of sufficient magnitude to reasonably take 
re of those elements when they were to be retired, and the difference in their 
value at retirement and the cost of replacement, would it not be a fact that we 
vould find it necessary to vote more money than we are voting now to take 
re of that depreciation. 
_ Mr. Henry: If you proceed upon the assumption that it was proper 
practice in any one year to charge to the operations of that year the amount of 
xhaustive life due to these operations, it is probable your statement would be 


Ris: As one v 


Mr. Henry: Wait a minute— 

~ Hon. Mr. Dunnine: Only in so far as this amount would exceed the retire- 
ments. 

_ Mr. Cooper: In any case the bookkeeping charge for depreciation would 
not be voted. The government would not give us that in cash unless we were to 
vest it. It would not be necessary to vote any more money. 

_ Mr. Henry: It is just a question of opinion, Mr. Harris, as to whether or 
not it is good practice to assume a theoretical life— 

- Mr. Harris: I ‘am not urging a practice at all. I just wanted to go into 
a bit. Assuming that is reasonably correct then that particular amount of 
ey which to-day we find in this in the assets— 

Mr. Henry: Of course, in setting up that depreciation, you would have to 
bear in mind that, due to the retirement which did take place in the year 1927, 
that amount would have to be deducted from whatever was set up. 


3 Mr. Harris: Oh, yes, I quite appreciate that. ; 
Hon. Mr. Dunninc: What is the C.P.R’s praétice in-this connection? 


_ Mr. Henry: They do not set up a depreciation reserve. I believe that their 
uctice is not to increase the capital account unless the units of equipment 


Mr. Harris: I just want to make one observation on the statement of the 
finister. I think he realizes that the C.P.R. have not found it necessary to 
ehabilitate to the same degree as the C.N.R. with the result that the increase 
in their capital cost would not be so much during the last five years, as has been 
the case with the Canadian National Railways. Their affairs are running along 
a little more uniformly than ours. 

Mr. Henry: The Canadian Pacific Railway were a few years in advance 


? 


. Canadian National Railways in establishing the permanency of a great 


* many of their structures. This was done 6 a lower s of pric 


‘tion is not represented in the balance sheet for the years to come, and we 


80 is SELECT STANDING COM 


and, consequently, our capital expenditures pees the ‘past few 5 

been relatively higher, of necessity. 
Mr. Harris: The difference between these i oie see eflecte 

increased statement of assets that we have in this statement? 


Mr. Henry: I did not catch that question? , 


Mr. Harris: ‘The situation is reflected in the statement of assets 
liabilities? These betterments which we haye found necessary to put in ir 
last five years are one hundred per cent in the statement of assets, whereas 1 
actual value of them to-day is the difference between what they cost and 
-much of their value has been exhausted through use? That particular” exha 


find it necessary to take care of that? 


Mr. Henry: The capital expenditures which have been made in ae la: 
five years, and the retirement of which has not taken place during that time 
have naturally exhausted a certain proportion of their life. To that extent, o 
course, the balance sheet does not reflect that loss of life, or loss of value. — 


Mr. Harris: Inasmuch as it does not reflect that loss in life, and loss it i 
value, and inasmuch as these expenditures have been exceptionally heavy — 
the last five years, then the statement of assets—I would not say it was inflate 
but I think the Minister used that word—shows that much more money. 
the Minister wants to call it an inflation, he may do so. 


Hon. Mr. Dunntne: Do not put the word “inflation” in my mouth. 
Mr. Harris: You put it in mine. 
Hon. Mr. Dunnine: That is what I-thought you were attempting tos ow 


Mr. Harris: I quite appreciate that my vocabulary is not quite as large 
as the Minister's. 
Hon.. Mr. Dunnine: I thought that your point was to demonstrate 2 
the assets were inflated; that is, that the statement showed the value of asset 
which were non-existent. 


Mr. Harris: I did demonstrate it to the satisfaction of myself, if not 
the other members of the Committee. 


Mr. Henry: If you did set up a reserve the assets would not be depreciat 

Mr. Harris: I am not suggesting that it should be done, but, at the sam 
time, I just want that point brought out. In the years to come we will hav: 
take care of the exhaustion which has gone on in the last five years, due’ to 
very heavy rehabilitation costs? : 


Mr. Henry: A large part of that rehabilitation has been inf. 
permanent. work. : 3 


Mr. Harris: It will exhaust itself. 


Mr. Henry: The Expenditure, Less Retirement, During the Youd 
Applicable to Investment in Road and Equipment are divided, as shown on pag 
21, and show the eastern lines and the remainder of the system in sepa 
columns. Engineering, on the eastern lines, is $3,639.34; for the balance of t 
system, $736,573.20; Land for Transportation Purposes, for the eastern jin 
$7,228.26; and the balance of the system, $2,673,627.79. 


Mr. je Where was that land acquired? 2 z 


Mr. Henry: That is land ‘acquired for all purposes threughous the syste 
branch lines, sidings, and so on. 


Mr. Harris: Could you give us an idea of just Soe Bere! that covers 


I was thinking more particularly of the change that has taken place 
waterfront of the city of Toronto. ; aa 


is not included? 

Henry: No. 

Mr. Dunnine: But any Canadian National land in Toronto, outside 
a, would be there? 

r. Henry: That is correct. | 

Mr. Harris: It is really that last point that I wanted to get, outside of 
oronto Terminals Company? 

r. Henry: In Toronto? 

_ Mr. Harris: And the Township of Scarboro? 
Mr. Henry: I cannot give you that offhand. 
Hon. 'Mr. Dunnine: Could you get it for the next sitting of the Com- 


r. Henry: Oh, yes. 

‘Harris: For Toronto and the Township of Scarboro. If I could have 

formation at the next sitting, it would be satisfactory. 

Mr. Cantey: Would the accountant be good enough to tell us what 

centage of the whole system is included in the eastern division? 

_ Hon. Mr. Dunning: In mileage? 

Mr. Henry: It is 2,880 miles for the eastern division, but that only 

s the six months’ period. ; 

on, Mr, Dunnine: It is 19,090.99 for the svstem, less the Eastern 

Lines. That appears on page 38 of the Red Book. Then, on page 13 of the 
stern Lines’ report you will find the Eastern Lines mileage. 

_ Mr. Henry: No. 3, Grading, for the Eastern Lines, $61,677.60; for the rest 

ie system, $5,215,023.57. © ‘ 

: Could I have the same information there, if it is not too much 


on. Mr. Dunnine: Mr. Harris wants it for Toronto and Scarboro Town- 
exclusive of the Toronto terminals. 


, for the Eastern Lines, $52,175.39; for the balance of the system, 
208.38. Ties, for the Eastern Lines, $17,446.38; for the balance of the 
759,073.32. : 
UGENE Fiset: That covers the ties put down? 


. Henry: New work. 

- Jevuirr: Is the Hudson Bay Railway included in that? 

Henry: No. Rails, for the Eastern Lines, $133,439.46; for the rest of 
, $1,416,662.65. 


Beene He. 


sea 


‘sar es SELECT STANDING ‘COMMITTEE - 


Hon. Mr. Dunnine: There would be some retirement detieeians in th 
Mr. Henry: Yes. 
Hon, Mr. Dunnine: That is, when the rail is laid you credit that. i: 
the system with the value of the old rail? 
Mr. Henry: We only charge the difference in weight. 
Hon. Mr. Dunnrne: This is the difference, then, between the cost of tl 
new and the valué of the old? 
Mr. Henry: Plus the new rails for branch lines. 
Mr. Coorrr: The difference in weight only; the additional weight at th 
current price. We do not retire at the original cost, we retire at the present. day 
price. 
Mr. Henry: Other Track Materials, for the Eastern Lines, $158,941.06; fo 
the rest of the system, $2,4383,027.83. 
Mr. Harris: How do you figure the retirement there? 
Mr. Henry: They follow the same rule, as applied to the eae 
Mr. Harrts: It would be by weight? 
Mr. Cooper: We would charge the additional weight, so far as angle 
are concerned, for instance. : 
Hon. Mr. Dunnine: What does Other Track Material include? 
Mr. Coorrr: Switches, angle bars, crossings, and so on. s 
Mr. Henry: Connecting rods, derails, frogs, grade rail blocking, grade r. 
clamps, grade rail fasteners, nut locks, rail clips, rail joints, rail splices, swit 
chairs, switch crossings, tie plates, tie blocks, track spikes, and track insulato: 
Mr. Cantiey: There are only three or four of those items that could be 
over again, the rails, fish plates, and crossings? 
Mr. Henry: With relay rails, all the material is taken out and used ovel 
again. 
Mr. Cantiey: But when you come to tie plates, and nut locks and bolts 
they go into the scrap heap? 
Mr. Bett (Deputy Minister) : That is charged to operating. 
Mr. Cantey: I was just pointing out that there were only three or four 
of the items that were really replacement items. é 
Mr. Henry: That is correct. Ballast, for the Eastern Lines, $43,682.2 
for the balance of the system, $1,583,619.63. ; 
Mr. Harris: Any retirement there? 
Mr. Henry: Yes, the retirement there amounted to $43,000. 
Mr. Harris: That is to say, $43,000 was charged to the aperating accoun’ 
Mr. Henry: That is not the total charge. In addition to that, the ses 
ing accounts were charged with $844,387, for the remainder of ‘the ayeres 
exclusive of the Eastern Lines. a 
Hon. Mr. Dunning: The amount in this item No. 11, is, practically spe 
ing, ballast on new work? 
Mr. Henry: No, it means the regular ballast on old work, and increas 
lift. Ordinarily, the amount of ballast used on a track>varies, to a certait 
extent, with the traffic. You may start out with a six inch lift, and, as 
traffic increases, you would bring it up to a foot. The difference between 
six inches originally put there, and the twelve inches, would be a capital ch: 
The branch lines, of course, are there as well. On the Eastern Lines, the ba 
for the six months ending December 31, 1927, was $43,958. 
Hon. Mr. Dunning: Charged to Operating? 
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a rged to Operating Expenses. Tracklaying and Surfac- 
stern Lines, $70,080.55; for the balance of the system, $1,146,- 
_ Right-of-Way Fences, for the Eastern Lines, $17,214.13; -for the 
of the system, $101,739.41. Sand and Snow Fences and Snow Sheds, 
e Hastern Lines, $2,353.52; for the balance of the system, $25,950.31. 
ngs and Signs, for the Eastern Lines, $5,152.37; for the balance of the 
, $205,860.20. ° 4 

r. Harris: Are the Railway Board ordering any more crossings? 

Mr. Henry: They are. 


Mr. Harris: What is the policy of the road with regard to that? 
Me. Henry: That includes overhead bridges, you know, and things of 


Mr. Harris: Have you any fund from which to draw your requirements 
the demands made by the Railway Commission for railway crossings? 
Mr. Henry: There is a Grade Crossing Fund, which was inaugurated ‘in 


909, and against which the Board is authorized to contribute a certain «pro- 
ortion. 


Mr. Harris: What proportion? 

Mr. Henry: I have forgotten just what it is. 

Mr. Betz (Deputy Minister): It is 40 per cent, but not to exceed $25,000. 
Mr. Harris: And is the municipality affected? 

The Board may assess, as they see fit, but they cannot charge 4 


he Grade Crossing Fund more than 40 per cent of any one crossing and not 
ver $25,000. 

Hon. Mr. Dunntne: I am thinking of introducing an amendment to that 
ch will broaden its scope a little. I have a notice on the Order Paper now. 
Mr. Cantiry: I suppose this is an indication that they apparently regard 
fe in the Maritime Provinces as being of very little value, because there is 


y about one-fortieth spent there, as compared with what is spent on the 
ance of the road. 


Hon. Mr. Dunning: You make it up in the next item. 

Sir Eucene Fiser: The next item is the only item where the Eastern 
ision gets its fair proportion, as compared with the rest of the road. 
Mr. Henry: ‘That is not quite correct, generally, for the reason that 
balance of the six months of the expenditure on the Eastern Lines appears 
he statement. That is only the capital expenditure for six months. 

‘Sir Evcenr Fiset: Even when it js doubled it is not fair. 

Hon. Mr. Dunnine: The explanation of that is that extensions to the 
em, involving a capital expenditure, are not being carried out on the 


Mr. Henry: Station and Office Buildings, for the Eastern Lines, $471,- 
75; for the balance of the system, $1,626,335.92. Roadway Buildings, for 
Eastern Lines, $1,160.95; for the balance of the system, $298,297.43. 


. Jevuirr: Going back to that previous item, where were the new 


. Brown: On the Eastern Lines? 
Mr. Jrturr: Both Eastern and Western. 
Mr. Brown: There was a new station at Edmonton, in the west; a new 


at St. John; a new station at Summerside; a new station iat Flint, 
; and stations at 117 points. 
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Mr. Cantipy: What is meant by Roadway B ] iy 
Mr. Henry: They are tool houses, and things of that ki 
Stations; for the Eastern Lines, $26,573.45; for the balance of the 
$420,125.23. Fuel Stations, for the Eastern Lines, $435.08; for the rest 
“system, $122,583.93. Shops and Enginehouses, for the Eastern Lines, 
834.83; for the balance of the system, $843,084.84. Grain Elevators, f 
balance of the system, $66,547.97. Wharves and Docks, for the Eastern 
$5,890.58; for the balance of the system, $208,788.95. 
Mr. Cantiey: Before you pass from that item, and I have refer: 
this matter before; the papers generally report. that the Canadian Natio 
Railways had turned over all of their terminal docks in the Maritime Provi 
to the Public Works Department; is that correct? 
Hon. Mr. Dunnine: To the best of my belief, we have turned th 
over. 
Mr. Bett (Deputy Minister): Where they are not closely identified w 
the railway we have been turning them over gradually to the Public Work 
Department.. There are a great many cases where they were built in the 
days of the Intercolonial, and charged to the Intercolonial, and as fast as we ¢ 
turn them back to the Public Works Department we are doing so. - 
Mr. Cantiey: The statement was made that all the docks of the Canadi 
National Railways, in the province of Nova Scotia, had been turned over; 
that correct? For instance, what about the docks at Pictou? 
Mr, Betz (Deputy Minister): The Pictou docks are in the process of bein: 
turned over. 
Mr. Cantey: What about Halifax? ite 
Mr. Burt (Deputy Minister): The Halifax docks have been turned o 
to the Harbour Commission, which was formed under the Act of last sessio 
Mr. Cantey: Does that apply to all the docks in Halifax, No. 24, 
22, and No. 28? é ; 
Mr. Bett (Deputy Minister): I think they are practically all turned ove 
Mr. Cantiry: And the new immigration shed? ; eee 
Mr. Beti\ (Deputy Minister): Yes. 2 
Mr. Cantiey: And the same is true down on the South Shore? 
Mr. Bett (Deputy Minister): I understand so. Bee 
Mr. Cantey: That would cover all the wharves in the province of 
Scotia? ) es 
Mr. Bett (Deputy Minister): I do not think they have been turned 
at Pictou, nor Sydney. = 
Mr. Cantey: I understood you to say that the docks at Pictou were be 
turned over. a See 
Mr. Bett (Deputy Minister): There was a little mixup on that. — 
Hon. Mr. Dunninc: The intention is to turn them over-to the P 
Works Department immediately. i gaa 
Mr. Cantiey: Why is that being done; why the change in policy? 
Mr. Bett (Deputy Minister): Because that is the proper place for 
they are not part of the railway. s 
Mr. Cantiry: That is a matter of opinion. Take the docks at 
they are not public docks in any sense of the word at all; they are 
terminal docks of the railway. ae 
Mr. Bett (Deputy Minister): The general policy throughout the r 
the Dominion, is for the Public Works Department to build the docks 
they are just adjusting the Maritime Provinces to that. = 


ae 


eine + = ee 


ing to it, but I am objecting to the explana- 
me, is not correct. The cars come in to the dock, 
shed, and it is used exclusively for the railway, 


ANTLEY 
the harbour; that is used for the handling of lumber, and for no other 
blic teams cannot get on it at all, as it is covered with railway 
ghtly so. Both of those docks are purely and simply railway docks, 
-publie docks in any sense of the word. They are not used by the 
rom getting freight to and from the railroad. 


: 
es 


e Committee adjourned until Thursday, April 19, at 11 a.m. 
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Room 497, Houss or Commons, 


Tuourspay, April 19, 1928. 


The Select Standing Committee on Railways and Shipping owned, operated 
id controlled by the Government met at 11 a.m. this day, Mr. Goodison, the 
Chairman, presiding. | d 


Members of the Committee present: Messieurs Dunning (Hon. C. A.), Fiset 


_ (Sir E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort), Milne and Stevens 
(ion, H. H.)—9. f 
ty) 


Mr. R. A. C. Henry was again in attendance as the chief witness for the 
y; assisted by Mr. W. D. Robb, Vice-President, Mr. S. J. Hungerford, Vice- 
President, Mr. T. H. Cooper, General Auditor. Numerous other officials of the 
anadian National Railways were also in attendance to ‘supply any information 
equired by the Committee. 


Resunfed consideration of the Annual Report at page 21, where dropped 
adjournment of previous meeting. Items 24 to 47 under “Road” were con- 
idered in detail. ; 


Under “Equipment” items 71 to 77 were considered and discussed. 


iy Pages 22 to 38 were taken up in successive order and considered in such — 
letail as thought necessary by the Committee. 


Considerable. discussion with Mr. Stevens with reference to the issue of 
uipment Trust Certificates, as mentioned at page 7, and again on pages 26-27. 
the Annual Report. 

AS ‘ 


The consideration of the Annual Report being completed, and the hour of 
o’clock having arrived, the Chairman announced that it was time to adjourn. 


ae ee : 2 
It was decided to meet again on Tuesday, April 24th. The Committee 
ourned. 
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CommirrTEE Room 497, 


~~ House or Commons, 


TuHurspay, April 19, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock 
m., the Chairman, Mr. W. T. Goodison, presiding. 


The CuairMan: We left off at Item No. 23, yesterday. 
Mr. Henry: Coal and Ore Wharves, for the Eastern Lines there is nothing; 


or the balance of the system $47.17. Telegraph and Telephone Lines, for the 
astern Lines, nothing; for the balance of the system, $61,360.01. 


Mr. Jeviirr: Is that due to extensions? 

_ Mr. Henry: That is extensions and betterments; improvements in exist- 
ng lines. 

_ Hon. Mr. Srevens: “Is the Telephone and Telegraph revenue kept separate? 
Mr. Henry: It is kept separate, but it all goes into the general fund ; the 
eveune on one side and the expenses on the other. 

a Hon. Mr, Stevens: Can you give us a brief idea of the telegraph service 
now owned by the company? You took over some western lines? 

Hon. Mr. Dunnine: It is under negotiation now. You mean the one in 
e Maritime Provinces? , 

ect: Mr. Srevens: No, the one that was associated with the Western 
Union? 

_ Mr. Henry: The Great North Western. 

Hon. Mr. Stevens: Just give us a general outline. I do not want any 
at details; as far as I am concerned. 

.Mr. Henry: Do you have in mind such things as the mileage, and so on? 
Hon. Mr. Stevens: Yes, and the main distribution, and the main system. 
_. Mr. Henry: Roughly speaking, it is divided into the Canadian National 
‘Telegraphs, and the Grand Trunk Pacific. The Canadian National embraces 
the old Canadian Northern and Grand Trunk, or the Great North Western. 
Hon. Mr. Dunnine: The stock is held by the Canadian National? 

Mr. Henry: The stock is held by the Canadian National. 

i von Mr. Dunning: The Maritime people would be interested in the 
‘itime situation, with regard to the Western Union. Could you give us any 
ifo mation on that, without embarrassing the negotiations? 

Mr. Henry: We have been in negotiation with the Western Union for the 
, two or three years, for the purpose of acquiring their lines in the Maritime 
vinces. The price which they originally asked was a little bit higher than 
thought the property was worth, and negotiations were cut off for a while. 
hey have since been resumed, and a committee has been appointed, consisting 
‘members of the various interests, and a valuation is being made. 

‘Hon. Mr. STEVENS: What connection have you now with any transatlantic 


Henry: I am afraid I cannot answer that. I will have to get Mr. 
o answer that. 
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Hon. Mr. Stevens: I do not want to ask anything that is going 
embarrassing, and I do not want you to uncover anything. \ 
Hon. Mr. Dunninc: We must have a connection with some irate 
cables, but I just cannot recall what it is at the moment. 
Sir Evcenr Fiser: You have some connection at the present ‘ae ce thi 
Marconi people at Father Point? 
Hon. Mr. Dunnine: That is a wireless connection. 
Mr. McLean (Melfort): There is the cable connection. at Cable Hill i 
Nova Scotia. : 
Hon. Mr. Dunnine: We will have Mr. Robb come up here. . 
Mr. McLean (Melfort): Are all your telegraph lines those that run ane 
the railway right-of-way? 
Mr. Henry: I think, generally speaking, that is true. The telegrap 
mileage, used for commercial purposes, embraces 68,452 miles; the wire user 
for railw ay purposes, 25,834 miles; and jointly, that is, for both commercia 
and railway purposes, 21,004. The telephone wires used for train dispatching, 
23,220 miles; and for other purposes, 1,817. This makes a total wire mileage 
pot 140, 000 miles. We have 1,766 offices in Canada, and 31 in the United States 
The offices of the management and staff are located in Toronto. 
Hon. Mr. Stevens: I see a paragraph in ‘the President’s report that really 
is interesting. It says, “the net income from telegraph service increased from 
' $241 249 in 1926 to $403, 967 in 1927. eg ; 
Mr. Henry: In 1927 we had completed, between Montreal and Toronto, 
the carrier current system, which enabled us to increase the capacity of our 
wires a great deal, and, therefore, permitted an increase in ‘business. The 
operating revenues of the Canadian National Telegraphs, and the. Grand Trunk 
Pacific, in 1927, were $4,921,000; in 1926 they were $4,511,000. The operating 
expenses in 1927, were $4, 129, 000;, in 1926, $3,856,000. The net operatin 
revenue, in 1927, was $791,000; in 1926, $655, 000. The net income, after pay 
all charges, was $368,000 in 1927; and $218,000 in 1926. 
“Hon. Mr. Stevens: You do not show this telegraph revenue separatel 
in your Revenue Account? og 
Mr. Cooper: It is included in the income statement on page 15, und 
account 512, Separately Operated: Properties. 
Hon. Mr. Stevens: That includes other things? 


Mr. Coover: That includes a number of subsidiary companies, of whic 
the telegraph company is one. 

Hon. Mr. Srevens: I suppose there is no objection to showing it as a 
separate item? 

Mr. Cooper: It is intended with the 1928 account, to include telegraph 
revenues and expenses with the railway revenues and expenses, but that is_ 
change that is only to take place this year. The full results of the company 
are included in the final statement. : 

Hon. Mr. Dunntne: Here is Mr. Robb now. Mr. Robb, there is — 
question as to the negotiations for the acquisition of the Maritime lines. Wi 
you tell the Committee as much as you can about that, without embarrass 
your negotiations? ' ey 

Mr. Ross: When the amalgamation took place, with the Cardi 
National Telegraphs as part of the Canadian National Railways, we did n 
have the British Columbia line, and only went as far as Moncton. We pr 
cured the British Columbia line from the Western Union, but we were mn 
able, at that time, to procure the Maritime Provinces lines of a Weste! 
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ey were not inclined to let us have the line, and they put a price 
which we thought prohibitive. In addition to that, they just simply 
that they were not for sale, and we dropped ‘negotiations. Over a year 
we took them up again. I explained to Mr. Carlton, the President of the 
estern Union, that they were lines which we felt the Canadian National 
ight to have, as our system was not complete unless we went from coast to 
ast. I told him that it would not interfere with his cables in any way. They 
ere afraid that if we took the lines over it would leave the cables isolated, 

and so on. We finally convinced him that it would not interfere with that 


the property. After that, of course, we had to price out, and we priced out, 
- from ‘the Canadian National side, what we felt the properties were worth. 
The Western Union were also pricing out, from their side what they were 
worth. We placed two million dollars in the budget, as the amount that we 
would require, if we were going to take the lines over, because we expected 
them to be ready some time this spring. | They are just about ready with all 
_ their figures, and are about ready to submit them. We will then get together 
and see if we can agree as to the price. It comes down to the question of 
venue and expenses of the lines, and depreciation, and so on, as to whether 
is worth our while to take them over. We cannot say that at the present 
LEME. |, * : 
_ Hon. Mr. Stevens: I asked about your connection with the cable to the 
Old Country? 
_ Mr. Ross: We have no cables. The cables belong to the Western Union, 
but we have a working agreement with them, not only on cable mesages, but 
all messages. They are practically our allies, all through the United States 
and all through Canada. We give them our business and they give us their 
business, which is a very important business to the Canadian National Railway. 
t takes in all the messages coming into Canada from the United States over 
he Western Union. We take their cable messages and. transmit them, and we 
get a percentage for handling them, both coming and going. 
Sir Eucense Fiser: Does the same agreement exist, as far as wireless is 
ncerned? 
Mr. Ross: No, we are not in the Marconi at all; the Marconi have a 
conection with the C.P.R. not with the Canadian National. ‘ 


igs Mr, JENKINS: This will apply to Prince Edward Island also? 
_ Mr. Rose: You are talking about the Anglo-American? 
_ Mr. Jenxins: Yes. 


Mr. Ross: They have an arrangement with the Western Union, and it will 
ome under us as well. 


‘Mr. Jenxrns: You will be able to take over that system? 
_ Mr. Ross: Yes, sir. 
Mr. Jenkins: I understood that they had a lease? 
Mr. Ross: Yes, they have a lease. 
Mr. JENKINS: You will be able to make amicable arrangement? 

r. Ross: Yes. é 
. JENKINS: Will the employees in the service of the Anglo-American, 
Western Union, be put on a par with the other employees of the System? 
Mr. Ross: Yes, sir. That question came up when we took over the British 
bia line. The employees in the Western Union were very much concerned, 
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{ be 
because they were on a very much lower rate than we-were. They though 
they would lose their seniority, and so on. That has all been provided for. — 
employees in the Maritime Provinces will at once come under the schedul 
the Canadian National Railway, which will give them quite a substantial i 
crease, as was the case in British Columbia. Inasmuch as the subsidiary, com- 
panies, including the telegraph companies, come under the pension system» th 
will be provided for the same as the employees on the railway. That mean 
that if an employee in the Maritime Provinces has been forty years in the 
service, as soon as the Canadian National take over those lines, that employee’s 
service would count, just the same as if he had worked for the Canadian National 
Railways. / a 

Hon. Mr. Dunntnc: That is, when you get your pension scheme? 
Mr. Ross: We have that pension scheme now. I might say that the em- 
ployees down there were very much concerned about it. Last year, when I 
went down and looked over all the property, I went to the trouble of meeting 
all the heads of the employees down there, and I explained the situation 
thoroughly to them, and they were perfectly satisfied. aa 
Mr. Henry: Signals and Interlockers, for the Eastern Lines, $7,742.46; fo 
the balance of the system, $355,734.61. Power Plant Buildings, for the Eastern 
Lines, nothing; for the balance of the system, $86,426.56. Power Transmission 
Systems, for the Eastern Linés, nothing; for the balance of the system, $23,847.30. 
Power Distribution Systems, for the Eastern Lines, $437.54; for the balance of 
the system, $97,459.41. Power Lines, Poles, and Fixtures, for the Eastern Lines, 
nothing; for the balance of the system, $86,750.59. : 
Mr. Mine: Does that cover electric trains and cars? 
Mr. Henry: That covers anything connected with the transmission of 
electricity, either for our electric lines, or for any other purpose. It means 
additions to them, and betterments to them during the year. ‘ ; 
Mr. Jevuirr: Just where were those expenditures made? - ! 
Mr. Hewry: I think perhaps we can give you that. Montreal, Sarnia, an 
at the various larger centres throughout the system, and a miscellaneous aggre- 
gation of small expenditures. ie 
Hon. Mr. Stevens: I frankly do not see, from the standpoint of account- 
ancy, why you should set up a special account for that? ud 
Mr. Henry: That isiin accordance with the classification. . 
Hon. Mr. Srevens: I suppose that classification assumes that that will be — 
applicable to partially electrified roads, or wholly electrified roads? 
Mr. Henry: Anything that is required for the upkeep of any of the electrical 
installations, is first charged to ordinary maintenance, but anything that is 
added to it is charged to capital, under the classification. i 
Hon. Mr. Stevens: I am not quarrelling with the Company’s officials, but 
I am just simply criticizing for the moment, this classification. The accounts 
are supposed to reflect, as intelligently as possible, the general condition of the 
system, in as concise and clear a form as one could get it.- Take these items, 
Power Transmission Systems, and so on; there are three or four items there, but 
they reflect nothing. 
Mr. Henry: They reflect the capital expenditure, the betterment expendi- 
ture during that year. It may only be one dollar. ee 
Hon. Mr. Stevens: But some of that may be in Vancouver, and some in 
Halifax, in little, petty local affairs? It might be a little line that you are — 
running across to connect with the Ottawa Electric, to carry some power to yo 43 
central station here, or something of that character? et 


Mr. Henry: It might be. — Coke 
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. Stevens: My point is that it does not reflect ante on the 
t of your system? 


ENRY: It means an addition, that is about all you can say. 


n. Mr. Stevens: Here is a great telegraph systern that is included in an 
with other subsidiary companies, which may not have any relation to 
aphs at all. .I am just drawing attention to that rather anomalous method 
lassification. A department having a net earning of $700,000 is not reflected 
t all, while another petty, little item is shown in a special account on your 
al statement. 


Mr. Coorrr: The point there is that some made yn the States have large 
penditures under these items, and this classificatioA was designed more for 
em, but was adopted by. the ‘Canadian National. If we have anything that 
lls into those accounts, it goes there. 


on. Mr. Stevens: The Chicago, Milwaukee and St. Paul Railway, for 
nee? 


Mr. Coorrr: The New York Central, and the B. & O. 


Hon. Mr. Dunnine: I think your criticism is well taken. But, in a certain 

e, these accounts are anticipatory of the future; that is, there is a tendency 

ertain sections, more and more in the direction of the use of electrical power 
railroading in various ways. 

_ Hon. Mr. Stevens: But telegraphs have been used for what, generations? 


on. Mr. Dunnina: I suppose the reason for that classification is that they 
e originally subsidiary companies. 

_ Hon. Mr. Stevens: That cannot be the explanation, because they are not 
vided for in this classification. My criticism is that they should be provided 
in this classification. 


_ Mr. Henry: There is Item No. 26. 

Hon. Mr. Stevens: That is only $61,000, and the net earnings are $700,000. 

Mr. Coorrr: The capital expenditure for Telegraphs is included in this item 

here at the bottom, Investment Expenditures by Separately Operated Prop- 

ie That includes betterments to the Canadian National Telegraph System. 
Hon. Mr. Dunnine: What is this $61,000? 

Mr. Cooper: That covers certain railway wires under the control of the 

dian National Telegraphs. i 

on. Mr. Srevens: Track telephones, for instance, like the dispatcher’s 

and things of that kind? ; 

Mr. Cooper: For all purposes. 

‘Mr. Henry: Miscellaneous Structures, for the Eastern Lines, nothing; for 

balance of the system, $15,136.12. Paving, for the Eastern Lines, nothing; 

he balance of the system, $2,561.91. That item is a credit. Roadway 

ines, for the Eastern Lines, $5,835.62; for the balance of the system, 

4.05. Roadway Small Tools, for the Eastern Lines, $227.55; for the 

ce of the system, $15,225.37. Assessments for Public Improvements, for 

astern Lines, nothing; for the balance of the system, $190,737.04. 

Hon. Mr. Dunnine: How is that properly an investment in road and 

ment? 

. Cooper: This was by order of the Commission. If a municipality 

; in some public improvement, the theory is that there is an added value 

property. 

lon. Mr. Stevens: Like an overhead passage, or subway? 
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Mr. Cooper: Paving is the principal item. ' 

Mr. Henry: Revenues and Operating Expenses during Constrabhee 

Hon. Mr. Stevens: A subway would be an improvement, as it does a 
with a level crossing. 

Hon. Mr. Dunnine: This does not include subway expenditures. Th 
would be no public improvement assessment against the railway on a sub 
but if they built a road in front of our freight sheds, for instance. 

Hon. Mr. Stevens: It might be a half and half proposition? Me 

Hon. Mr. Dunnine: But it would not be charged against us as publi 
improvement taxes. / 

Mr. Cooper: If they pave a street crossing we are responsible for a porti 
of that. Where we build a railway across the highway, we have to put in plan 
ing, and all that surfacing is our cbligation. If they replace that with permanen 
paving, we have to pay for a portion. 

Hon. Mr. Dunnine: What are those italicized items? 

Mr. Cooper: They are credits. The first item there, Revenues and Operating 9 
Expenses during Construction, $212,920.60. ‘The principal item in that is earn 
ings during the construction period of the National Transcontinental Rail 
branch lines. The/next, item, $1,278,201 is the cost of the Montreal Termina 
Railway. When that property was purchased it was charged to this accot 
No. 41. When we were unable to separate the elements in it, the amount of ti 


rails, and so on, we credited account No. 41, and charged it to the appropri 
primary account. 


Hon. Mr. Dunntne: When was this road purchased? 

Mr. Cooper: The money was paid over in 1927. 

Hon. Mr. Dunnrne: It was authorized a long time ago? 
Mr. Cooprr: Yes. i 
Mr. Henry: Other expenses—Roads, for the Eastern lines, $285.21 


for the balance of the system, $150,057.93. Shop Machinery, for bt Eastern 
Lines, $60,059.36; for the balance of the system, $238,238.85. 


Mr. Harris: I understand that all these set find their way ne ite 
No. 701? on 


Mr. Henry: Yes. 
Mr. Harris: What is this shop machinery, is it all new equipment? 


Mr. Henry: That is lathes, and anything in the form of shop machine 
that is installed in the various shops throughout the system, and addition 
equipment. a 

Mr. Harris: And the average life would be about what? 


Mr. Henry: That would be very difficult to say, as each machine has . 
different life. : 


Hon. Mr. Dunnine: What retirement did you have in that account; 
will give us an idea? © 


Mr. Henry: $287,000. : 
Hon. Mr. Dunnine: You had more retirements than you had new? > 


Mr. Cooprr: We had additions of $565,000, retirements of $287,000, ma 
a net addition of $277,000. 


Hon. Mr. Dunnine: This is net? 


Mr. Harris: How do you arrive at the amount of retirements; i is that | 
original cost? 


Mr. Cooper: Yes. 
Hon. Mr. Dunnine: The original cost of the items retired? 
Mr. Cooper: The original cost of the property retired. 
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on Mr. Dunning: I thought you said that you retired at current prices? 
Mr. Cooper: In the case of rails and ties we do. 
Hon. Mr. Dunnine: Why the difference? 


ake a tie out it is difficult to identify it with the original cost, and the same with 
iece of rail. It would be very difficult to trace the original cost of that rail, 
nd retire it from the Property Account. In theory, it should be the original 
ost, but for practical purposes it is taken at the present day value. 
Hon. Mr. Dunnrnea: One piece of rail of 1913, might be taken out, and 99 
ieces left in; that is what you mean? f 
Mr. Harris: I see the accounts number from one to’seventy-seven; how 
many more are there that’ go to make up account No. 701? 
_ Mr. Cooprr: Those are all the accounts. We have a few here which 
are grouped as Separately Operated Properties, but the accounts numbers 1 to 
77 are still included in account No. 701. 
_ Mr. Harris: When did this particular book-keeping system come into vogue 
with the Canadian National Railway? ; 
| a Mr. Cooper: Since the Canadian National Railway system was consoli- 
dated in 1923, this present classification has been in effect, but it was in effect 
with the predecessor companies. 
| Mr. Harris: Since 1923? 
~ Mr. Cooper: It has been in force for the full period, 1923-27. 
| Mr. Harris: That is to say, this list of accounts has been uniform from 
1923. : 
~ Mr. Coorrr: That is it. 
Mr. Henry: Power Plant Machinery, for the Eastern Lines, $650.38;. for 
the balance of the system, $16,569.69. Power Substations Apparatus, for the 
Eastern Lines, nothing; for the balance of the system, $3,678.79. Unapplied 
Construction Material and Supplies, for the Eastern Lines, nothing; for the 
balance of the system, $82,350.61. The total for the road items, for the Eastern’ 
nes, is $1,279,111.72, for the six months ending December 31, 1927. On the 
lance of the system, the total is $22,887,393.43, which includes the Eastern 
ines for the first six months. The first item, under Equipment, is Steam Loco- 
motives, $5,836,383.92. 
' Mr. Harnis: That is net? What is the retirement? 
Mr, Henry: That is net. 
Mr. Harris: Give us the total of the retirement on that? 
The CHarrMan: The next page shows the numbers, but not the values; 
1 retired, and additions ot 56. 
Mr. Cooper: The total ledger value of the retirements was $1,172,489. 
Mr. Harris: Is that the net value of the retirements, after the scrap — 
value has been deducted from the original cost? 
Mr. Coorer: That is the ledger value, the original cost. 
Mr. Harris: What happens to the scrap value? 
_ Mr. Coorrr: The scrap value is deducted from that, to arrive at the loss 
yhich is chargeable to operating expenses. The ledger value is credited to the 
Property Account, and debited to Operating Expenses; the salvage then 
becomes creditable to the Expense Account. 
ty Hon. Mr. Dunninc: So far as this account is concerned, the whole 
1 cost is written off, that is, $1,172,000, and your total expense for addi- 
was what? It would be, of course, the sum of what is in the account, and 
000? 
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Mr. Coorrr: The amount of $5,836, 383 is made up of new. 
purchased, additions and Panioe ns: and property retirements. The 


Goueht. The ee value of the new equipment puirenaseds during the 
was $6,262,313. 
Hon. Mr. Dunn1ne: Locomotives? / 
Mr. Cooprr: “Yes, sir. Betterments, $746, 559; retirements, $1, 172,489 
net, $5,836,383. 
Mr. Harris: What would betterments mean; would that be rebuilding? 
Mr. Henry: Superheaters, stokers, or improvements of that kind. 


Hon. Mr. Dunnine: How do ycu divide the amounts into what is prop- 
erly chargeable to operation, and properly chargeable to capital, so far as 
betterments for locomotives are concerned? Suppose you put a new wheel 
on a locomotive, what would that be? : 


Mr. Coovrer: That would be Operating Bawense: : 
Hon. Mr. DunniNG: ‘Suppose you put a new tire on an existing wheel? 


Mr. Cooper: That would be Expense. There would be additions to loco- 
motives which would be renewed by improved type, and in that case the cost 
to replace in kind would be Operating Expense, and the additional cost, to u af 
replace by the improved type, would be a Betterment. 

Hon. Mr. Dunnine: There must be pretty fine distinctions at times? 

Hon. Mr. Stevens: You really get at that in this way: when an engine 
comes into the shop, after a run, there are certain repairs made to it, a new 
tire, or something of that character, and that would go to Operation ‘without bs 
any question. But if the engine were sent to the central shop for an overhaul, 
and some betterments were added, then the difference would be fixed, I presume, Z 
by the schedule that the foreman of the shop. would have to fill out? 

Mr. Coorrr: That is exactly the situation. 


Sir Eucenn Fisrr: It means that all betterments go. to Capel Expendi- 
ture, that is all there is to it? 2 


Mr. Cooprr: True. 
Mr. Henry: Other locomotives, $314,067.83. 
Mr. Harris: Can you give us the average life of a locomotive? 


Mr. Henry: I would not like to venture an answer on that, Mr. Harris. — 
We have some locomotives in services that have been in existence for probably | 
thirty or forty years, but it is very doubtful if there is much of the original 
locomotive there. The economic life of a locomotive, and that is perhaps the — 
best way to measure it, I do not believe is in excess of twenty-five years. How- 
ever, it has a certain salvage value, measured in terms of percentage of the ori- 
ginal cost, which might be from ten to fifteen per cent. L 


Mr. Harris: It would be very much swallowed up in replacements? 
Mr. Henry: Oh, yes. 
_ Hon. Mr. Dunnine: Some of those old engines must stand for quite a 
bit on the books, considering the original cost, plus the capital betterments 
throughout the year? You must have some old engines that have a pretty — 
high book value? a “i 
Mr. Henry: We do not install many improvements on the older types. 


Hon. Mr. Dunnine: You said there would not be much of the original 
locomotive left? Sar 


Mr. Henry: That all goes to Operating ‘Expenses. 


> 
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JUGENE Fiser: aa it not a fact that the life of a locomotive depends 
condition of the rail? 


i, Henry: To a certain extent, yes. 

ir Evernn Fiser: For instance, on the Eastern Lines, where you have 
curves and only one main line, the life of your locomotive is practically 
usted in from two to three years? 


_ Mr. Henry: It is true that the rails wear, and flange wear, is greater, 
ut that is an operating expense. Freight Train Cars, $6,738,342. Passenger 
Train Cars, $5,696,616.40. Motor Equipment of Cars, $239,869.53. Floating 
quipment, $509,634.70. Work Equipment, $1,070,351.07. Miscellaneous 
Expenses, $29,612.14. The total for equipment is $20, 434 877.59. 


Mr. Jenkins: Does that Motor Equipment refer to the Diesel cars? 
Mr. Coorpr: This Motor Equipment is self propelled cars. 
Mr. Jenxins: Not steam cars? 


Hon. Mr. Dunnine: When you say, Other Locomotives, in Item 52, do 
you mean electric locomotives? 


Mr. Cooper: Yes, sir. 


_ Sr Evesne Fiser: Nothing is “mentioned, as far as the Hastern Lines is 
- concerned? 


: Mr. Hanry: The equipment is on a system basis. 


iY 


proportion of these accounts, or what charge do you make in order to arrive 
he Eastern Lines’ results? 


Mr. Cooper: So far as new equipment is concerned, it is entered in the 
count of the Canadian National system. The upkeep of that equipment, 
cluding the cost of retirements, is divided between the Canadian National 
‘System and the Eastern Lines in the proportion of the locomotive mileage 
made on the two parts of the system, as to the total mileage made by tthe 
equipment. 

Sir Evenne Fiser: I would like to know what it is, with regard to the 
Eastern Lines? 

Mr. Coorrr: The freight cars are tenga on the basis of the freight car 
iles, and the passenger cars on the basis of passenger car miles. 


Mr. JENKINS: How does the cost compare with the electrically operated 


Mr. raat: I think Mr. Hungerford could answer that question. 

Mr. Huneerrorp: Do you mean the motor coaches that we are using? 
_ Mr. Jenxins: Down in our province you are operating a coach between 
Summerside and Charlottetown. Is that more economical than a steam 
operated car? 

Mr. Huncerrorp: Oh, yes, very much more. 

_ Mr. Jenxins: It is very satisfactory. 

Vir: Huncrrrorp: It varies, of course, but the total cont for motor coach 
: ervice is something between 40 and 60 cents a mile, and for a small steam 
ain it is something over a dollar a mile. 

Mr. JENKINS: You do not attempt to make long runs? 

‘Mr. Hunerrrorp: No. On long runs it requires a mail service and express 
ice, which we cannot provide for on that type of equipment. ‘ 

on. Mr. Dunninc: The difference is the difference between 60 cents 
and a dollar a mile? 


Hon. Mr. Dunninc: How do you charge the Eastern Lines with its proper — 
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Mr. Huncerrorp: The/actual cost of operation. on ie differe 
depends on the schedules, and whether they have to handle trailer, and tl 
of that kind, and the character of the unit itself. Some units are more org 
ive to operate than others, their capacities may be larger, but the spreac 
something between 40 and 60 cents a mile, for units of that description, an 
a dollar a mile, which is the cheapest you can operate the smallest steam trai 


Hon. Mr. Dunntne: Go back to the general question of the apporti 
ment of the equipment? 

Mr, Huncerrorp: The interest on the investment in equipment is dis 
tributed in this way. Each Corporation is ‘credited with the interest on its owner 
ship of equipment. Some of this interest charge is then distributed back t 
each corporation, on the mileage basis. They are credited with what they oy 
on the one hand, and then the entire amount is distributed back to these cor. 
porations on the basis of the mileage that is made on the respective corporat 
lines. 

Hon. Mr. Stevens: That sounds reasonable. 

Mr. Huncerrorp: The incidental maintenance of the equipment is handle 
in the same way. It is all thrown into a pool, and then charged back to the 
corporation on the basis of the mileage made. 


Sir Eucene Fiser: Take the different items here, and take the proportion 
due to the Eastern Lines, and you will see just what we are getting. 
Hon. Mr. Dunnine: We will do-that. We will take that $1,279,000, 
which is for six months on the Eastern Line, and we will double it. We will 
_ deduct from the general system the six months of the Eastern Lines which i 
included in it, and then we will get the proportion of that and compare it with 
the mileage proportion. 
Sir Eveene Fiset: Will you be willing to give us the exact amount? 
Hon. Mr. Stevens: If you will undertake to pay it, if it is against you. _ 


Hon. Mr. DunninG: There is a feeling that the Eastern Lines are bein 7 
starved. It will not take long to calculate this and see how it works out. 


Mr. Henry: It is eight per cent of expenses, and seven per cent of mile 
age. General: Organization Expenses, $6,418.56. General Officers and Clerks 
$12,288.17. 

Sir Evcene Fiset: Does that include all salaries? 

Mr. Henry: ‘That includes those which are chargeable to betterments. 


Mr. Cooper: It is only the officials or staff who are assigned specifically to 
construction work. No proportion of the general office salaries is charged t 
betterments. 

Sir Eucene Fiset: Does that slit your Roadmasters’ salaries? | 

Mr. Henry: No. 

Mr. Coorer: This is the superintendents’ account. 


Mr. Henry: Law, $18,960.47. Stationery and Printing, $6,655. 18:40 
terest during Construction, on the Eastern Lines, a credit of $7, 950. 44; for th 
balance of the system a charge of $362,232.15. Other Expenses—General, fo: 
the Eastern Lines, a credit of $2,063.87; for the balance of the system, a credit 0 
$4,148.39. The grand total for the Eastern Lines is $1,269,097.41; and for th 
balance of the system, $43,724,677.16. 


Mr. Harris: Before you pass that item of $44,000,000, Mr. Chairman 
would it be asking too much of the C.N.R. to give us a statement from 1923 
the capital account items? 


Mr. Henry: In a similar manner? 
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Wd Hee A te % - 
is: The total showing of number 701 for the four years since 
ier with the retirements, and show, at the same time, the amount 
) Investment in Road and Equipment? 


( 
r. Hpnry: You would like to have it divided between the gross amount 
net amount charged? 


Mr. Harris: The gross retirements? 
r. Hnnry: Could we do that, Mr. Cooper? 


_-Mr. Coorer: I do not think we could get it, in that detail, for 1923 and 
24; probably we could from 1925 down. 


_Mr. Harris: The previous question I asked was based on this. 


_Mr. Coorrr: You asked us if we used the same distribution. Now you are 
ing us if we have the gross retirements, and the net. I think both answers 
re correct, that we used the same distribution for the five years, but we have 
e detail for the last three years than we had for the first two. 


_ Mr. Henry:/ More detail assembled at headquarters. These are made up 
y regions, and come into headquarters from the different, regions. What Mr. 
ooper has in mind is having to go back to the regions to get the details to meet 
our request. ~ | | 


_ Mr. Harris: It would not be included in this statement for 1924, for 
stance? 


Mr. Henry: You have a similar statement each year, but you are asking 

for a statement including the gross retirements and the net. Mr. Cooper says 
it for 1923 and 1924 it is doubtful if we have those figures readily available. 

get them, we would have to send out to the regions. 

_ Mr. Harris: We can get it for 1925, 1926, and 1927? 

Mr. Cooper: We have this similar statement for the five years. 


Mr. Harris: I understand that, but this statement does not get you any- 
where; it does not give you what is on the books now, unless you just take the 
vald statement of No. 701. It just tells you what is, on the books, the grand 


Hon. Mr. Dunntne: That is the grand total for all time. 
_ Mr. Harris: We do not. know what is on the books for any one of ine 
ticular items. : ; 

Mr. Cooprr: ‘I could not give you that, Mr. Harris; I could not divide our 
count No. 701 up by this classification. Our account No, 701 goes back to 


Mr. Harris: I am not asking you to divide it for more than the five-year 


. Cooper: I can give you that for the five years. 
. Harris: That is, the net? 
. Cooprr: Yes, the net. 
. Harris: Can you give us the gross? 
. Cooper: The gross and net for three years. 
. Harris: And the retirements? : 
Hon. Mr. Stevens: There is a very interesting question that I would like 
, arising out of this item No. 701. We have the figure here of $1,914,939,- 
2. This represents Investment in Road’ and Equipment. It would appear 
om the analysis that we have just pursued, that the accounting staff is divid- 
e charges in a very reasonable way. We will assume that has gone on 
recent years, and will be continued. This figure represents, as the Chief 
countant now intimates, an accumulation of accounts for fifty years. How 
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are we, as shareholders of this corporation, to judge of te real 

figure? Is there any suggestion from the Company’s officers of what 

figure really has? ~ : 
Mr. Henry: It vila ey on the ene upon which you, are goin 


reproduce the nroferey at meen day prices, or dikes) 
Hon. Mr. Strvens: The reproduction value, or replacement value, is a’ ve 
fair value to you. ; ha 
Mr. Henry: On the other hand, the price scale is very much higher now f 
you know,\ compared ;to what it was before the war. / ; 
Hon. Mr. Dunnine: I suggested this to Mr. Henry some time eS 
all, it is all theoretical. We are just trying to get some approximation. I ask 
the question as to the relative investment in road and equipment per mile 
roads that are comparable with this one. The Canadian Pacific Railway 
course, is not comparable, but Class A. roads in the United States are pret: 
closely comparable. If you take a Class A. road that operates under Nor 
United States conditions, and deal with it from that point of view. 
Mr. JENKINS: The New York Central, for instance? 
’ Mr. Henry: The roads that are in thickly populated terminal districts at 
higher expenses. 
Hon. Mr. Stevens: Why is the Canadian Pacific not comparable? I am 
asking that question because you make the suggestions Why would not 
Canadian Pacific be more comparable than any of the American roads? 
Hon. Mr. Dunnine: The Interstate Commerce Commission lay down 
system in their classification. But the Canadian Pacific have made changes 
their system of accounting, and also changes in their usages. — 
Hon. Mr. STEVENS: You meau that they have not got the fonikites to gt 
you the figures? | - 
Hon. Mr. Dunntne: No. During the past, the Canadian Pacific have: 
into the road revenues not charged in their investment account. So far as inves’ 
ment in road and equipment is concerned, there is not a railway on the No 
American Continent that compares, in that regard with the Canadian Pac 
Ts that right? 
Mr. Henry: Very few of them, at any rate. 
Hon. Mr. Dunnine: They have worked it out in a different way. Tho 
have put money back into the road continuously, but not into the ‘investm 
account. ' 
Hon. Mr. Stevens: Supposing you tool half a dozen leading American reads 
and compared them with this, how do they run? Do they show a fairly unif 
comparison? 
Mr. Henry: Yes, in various sections they do. They run anywhere fro 
$60,000 to $75,000 or $80,000 a track mile. But you have to make another ca 
culation, you must reduce it to an equivalent basis. The ordinary road mile 
E sometime 1, 2, 3, or 4 tracks, and you have to consider all these different elemen 
to get it down to a reasonable basis. For what we call “equivalent track mi 
based upon that, it would probably be from $60,000 to $80,000. _ 
Hon. Mr. Stevens: A double track line, for instance, would have a large 
proportion of equipment than a single track line? It is not just merely a differ 
ence in mileage? 
Mr. Henry: I am talking about the road only. 
Hon. Mr. Srevens: There would be a larger percentage of cquipaiaa fo 
five hundred miles of double track, than there would for one thousand miles 
single track. 
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NRY: The figures which I gave do not include equipment. On the 
mK equipment, traffic, and other things, you have to consider the 
ty of traffic to decide whether you have enough equipment. 
Hon. Mr. Stevens: How are we to estimate the value of the road? This 
of $1,900,000,000 might include a lot of stuff that in the next ten or 
ty years might have to be written off which would cause that figure to 
a a lot. Or would you say that this figure will carry itself along fairly 
form? 
_ Mr. Henry: A good deal of that represents a pretty substantial permanent 
estment, that will be of considerable value later on. Whether it is too high 
too low, from the standpoint of its ability to produce earnings—which, I 
ine, is the point you have in mind—is a question I am not prepared to 
er. 
Hon. Mr. Stevens: Let me get: at it in another way. We are getting to 
place now where we expect that this system will earn something on its 
Investment. other than its interest on the obligations to the public. Now, it is 
fair to ask the system to pay dividends on an abnormal valuation of these 
ts, although we may put the money in. It would be better for this country 
write them down to a fair valuation, and then try to bring the earnings of 
company up to that point, rather than to carry along a lot of dead assets. 
m not saying that they are dead, but if they are they should be eliminated. 
Hon. Mr. Dunnine: I am very glad to hear you express yourself in that way. 
Hon. Mr. Stevens: That has been my opinion for many years. I think 
great care should be taken not to write down these assets recklessly. I 
do not advocate anything of that character, byt I think we ought to work out 
ome method of ascertaining the true value of these items. 
‘Mr. Henry: If it were in the United States, the equitable way to get at it 
ld be to compare it with similar investments in roads of about the same 
fic under the same conditions. If a road has a higher investment than the 
rage, the chances are that it would not earn anything more than the average. 
he Interstate Commerce Commission are endeavoring to bring about that 
ume thing. They have divided the country into regions, and they are endeavor- 
ig to bring about a scheme, the result of which will be that all roads in a 
certain territory will, on the average, earn five and a half or six per cent upon a 
onable investment. | - 
__ Hon. Mr. Stevens: Would there be an insuperable difficulty in asking that 
h a comparison be made, and tabled? 
Hon. Mr. Dunnine: It is the same thing that I have been trying to get at 
0 months, but there are too many factors to work out to get it very quickly. 
‘Hon. Mr. Stevens: You join me, and we will see what he has to say. 
n. Mr. Dunnine: The Government is~very much interested in getting 
iat information, for precisely the same motive which you have stated. They 
yant to see if some practical way cannot be evolved of getting this picture of our 
anadian National situation before the public in an understandable way. We 
) not want to rob Peter to pay Paul, but to get it on a basis which is defensible 
om a business point of view. It is a problem of great complexity. 
Hon. Mr. Stevens: I have no doubt of that, because one has merely to look: 
ese accounts to appreciate the complexity of the whole matter. 
on. Mr. Dunnine: Ifyou had the accounts from the 97 companies that 
volved, and their corporate relations one with the other, then you would 
ciate what it is necessary to do to accomplish that, or to determine what 
end is to be. That is, we could very~easily. gather, in the course of a few 
hs, the material necessary to enable us to deal with the item that we are 
looking at, No. 701, and to say that that item should be so and so, and it 
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should not be what it is. But when you come to the problem of distribu 
reduction that might be made, having regard to the inter-corporate re! 
which we inherited when we took over these companies, I can assure you 
very difficult matter, but it is one which we should continue to strive to act 
plish. Just to take one illustration, Mr. Stevens, without mentioning 
company; here is a company which has a bond issue outstanding—one of th 
associated companies—which represents a theoretical part of this investm a 
These bonds are not guaranteed by the Government, but they are guarantee 
by another one of the constituent companies comprising this aggregation. i 
turn, certain obligations of the second company have a relationship, from ¢ 
point of view of guarantee, to the results of a third company. Now, if you agree 
that holus bolus, regardless of Government obligations, we will pay everything, 
why, then, you can commence to deal with it. But I doubt very much if you, o 
any other business man, would agree to consider it on that principle. That is, 
you would want to weigh every “obligation, and see just what we really w 
entitled to pay. 
Hon. Mr. Srevens: I appreciate all that the Minister says, but I eanno’ 
see that that applies to the request which I made regarding item No. 701. 


Hon. Mr. Dunnina: If you forget that item No. 701 is a consolidation the 
of course, you are right, but the moment you recognize that item 701 ee 
a similar account in just short of 100 companies 

Hon. Mr. Srevens: There is no other system but what that would apply to 
in a greater or lesser degree. i. 

Hon. Mr. Dunntne: But the Government would not be as foster father, a 
there would not be the finances of the company to obligate it. 

The CuatrMan: Mr. Henry has the C.P.R.’s statement here, and he wi 
read you a few items. 

Mr. Henry: Property Investment, Including Railway Rolling Stock Equi 
ment, and Lake and River Steamers, at December 31st, 1927, seconae to. th 
1927 report, is $686,387,126. 

Hon. Mr. Dunninc: That is a capital charge? 

Mr. Henry: That is a capital charge that they cam*y in their direct 
account. 

Hon. Mr. Dunnina: Everybody knows that the actual Investment in the 
C.P.R. roadbed, and steamers, is away in excess of that. 

Mr. Harris: The Minister referred to Class A. companies in the United 
States, running in the northern zone. Might I ask if the same accounting system 
is followed by our road as is followed by the Class A. roads? 

Mr. Henry: Yes. 


Mr. Harris: How many fags A. roads are working off depreciation, and 
setting up a sinking fund? 

Mr. Hewry: [| think all of them, from 1907, have charged depreciation, c 
accounted for depreciation on equipment. Some of them have set up depre- 
ciation accounts on certain roadway items, but not very many. ae 

Hon. Mr. Dunnine: Take the Grand Trunk Western, as an illustrati 


because it comes under the Interstate Commerce Commission; what do you di 
with the Grand Trunk Westerh?, 


Mr. Cooper: We accrue depreciation on the satiocenk 
Hon. Mr. Dunnine: According to the standard set by the I.C.C.? 
Mr. Coorer: The Commission do not set a standard. While it is compul 
to take depreciation, the accounting effect on the carrier, which is allowe 
choose its own rate, is somewhat nullified. When a road sets up an equivale 


of half of one per cent per annum, it is complying with the regulation, but 
not getting anywhere. 
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Is: How many use half of one per cent? 
oper: I took that as an extreme case. Until three or four years ago, 
id two per cent ourselves. 


Mr. Harris: What is the other extreme? 


Ir. Coorrr: A road that wanted to retain its profits, and put them in 
erve, would go up to six per cent. 


Hon. Mr. Dunnine: The-Great Northern has done that. 


_ Mr. Cooper: I do not know the percentages of the different companies. The 
yommission, by an Act of Congress in 1920, were instructed to’ go into this 

estion of depreciation. After seven years of study they have not yet reached 
he point where they can issue instructions as to what the carriers should do. 
They had a big body of experts working on that, and they have had hearing 
after hearing. It is probably the most contentious question, in the railway 
ecounting sphere, to-day. They issued an order last year requiring the carriers 

set up depreciation on roadway property, as well as on equipment, but they 
immediately had to suspend the going into effect. of that order. 


_ Hon. Mr. Srevens: I wish to say that I think the system followed by Mr. 
Cooper is a very sound one, if we were certain of the merits or the values lying 
behind this $1,900,000,000. That is the chief weak spot I can see. What merit 
there in writing off the full cost of these, if you do not know what has been 
me for forty years out of fifty? To my mind, that nullifies the whole process. — 
li you started at a given time with new equipment, and carried that statement 
ht through, then I would be inclined to think it was just as good as if you 
tried the system of writing off all depreciation. But, to my mind, it is more 
r-less vitiated in the absence of definite information about the real value of 
is €1,900,000,000. 


Hon. Mr. Dunnine: You both get back to the same point. 
Mr. Harris: In the meantime we are going up and down. 
Hon. Mr. Dunning: We are on the switichback for a time. 


- The Cuarrman: Your contention, Mr. Stevens, is that there must be a lot 
equipment on hand, materials, buildings, and bridges, which have been 
arged up at their actual cost and on which there has been no depreciation 
rged at all. 

Hon. Mr. Stevens: I am not making any assertion, I simply do not know. 


Hon. Mr. Dunnina: It goes back into the years of corporate history when 
he investment in road and equipment, under No. 701, was made in the old way. © 


- Hon. Mr. Srevens: I have had the idea for some years that the best thing 
0 do would be to make a physical appraisal of the whole system. 


Hon. Mr. Dunnine: You are looking rather at the symptom, and I am 
ng at the disease, that is the only difference between us. This problem is 
: wrestled with, but it will require a great deal of work and study. We are 
e time discovering things in connection with the early history of the Grand 
k, which we did not know before. One or two inconsistencies have come 
ight in the last year, which have affected some particular sections of this 
regation of companies, and which we tried to handle to the advantage of the 
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The CuHairman: I do not think it is necessary to go into page | 
page 23 we have simply a detailed statement of the replacements and 
purchases. 

Hon. Mr. Stevens: As far a the locomotives are concerned, that. will be. 
dealt with when we receive this supplementary statement. 

Mr. Henry: Mr. Harris only asked for account No. 701. 

Mr. Harris: I asked for the items included on page 21, from 1 to 77. 

Hon. Mr. Dunnine: Did you understand that, Mr. Ghana 

Mr. Cooper: I understand I had to give the net for five years, and th 
gross and net for three years. fi 

Hon. Mr. Dunning: Could you do it on the individual items, as well as — 
on the total? oe ‘\ 

Mr. Coorrr: Yes. ie 

Hon. Mr. Dunning: Tell Mr. Harris definitely what you can do... / © 

Mr. Cooper: I am not quite sure whether we can do it just as Mr. Harris 
wants it. We have a restatement of these investment expenditures, under what 
we call the Engineering Classification, and which gives us the gross and the net. 
It deals with the same total figure, but it goes into a little more detail. It ie 
not classify them exactly under the same heading. 

Mr. Harris: But from one year to the other they would be colipene é 

The CuarrmMan: Let us turn now to page 25, “ Loans from Dominion of ; 
Canada ”’ 

Hien? Mr. Dunnina: You wanted to go into the outstanding bonds, Met 
Stevens, the other day? 

Hon. Mr. Stevens: Yes. . 

Hon. Mr. Dunnine: Is it necessary to read all these figures? Shi 

Hon. Mr. Stevens: I do not know, not as far as I am concerned, but Ta am 
not speaking for the rest of the Committee. If they want to go into them, ss 
have no objection. 

The Cuairman: If anybody wants to ask questions, I think in that wage 
we would get through it more quickly than by going through all these different 
items. 

Hon. Mr. Stevens: My difficulty is that I had a eaeaee on thebe ovanel 
accounts, which are a little different from thesprinted ones, but I think I can 
probably bring out my query as to that. You will probably permit a question, 
Mr. Chairman; it is not quite in regard to these Loans, but what I was going to 
ask Mr. Cooper or Mr. Henry was this; there are retirements in connection 
with the Public Debt, set forth in this statement of accounts. 

The CuairMaAn: What page is that on, Mr. Stevens? 

Hon. Mr. Stevens: The pageris not numbered. | 

Mr. Cooprr: It is in the Foreword of the report. 

Hon. Mr. Svevens: Setting forth the new issues and the retirements. 

Mr. Cooper: They are also shown on page 7 of the printed report. 

Hon. Mr. Stevens: That is all right. 

Hon. Mr. Dunnine: We do not need to go into the other one, then. 


Hon. Mr. Stevens: It is in the preliminary statement of Sir Henry Thorn- 
ton; I presume it has really to do with the bonded indebtedness. There is an 
item, Equipment Trust Certificates of various issues, $5,291,400. ae M1 
Cooper please explain that item? 


Mr. Cooper: These are instalments of certain equipment issues which fel 
due for retirement during 1927, and were paid off. 
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‘Mr. STEVENS: As I understand it, the Equipment Trust Certificates are 
connection with the purchase of equipment? : 

Mr. Coorrr: Yes. © 

Hon. Mr. Stevens: And, on each ‘payment you pay interest and retire a 

In amount of the principal? 

Mr. Coopzr: Yes. 

\ Hon. Mr. Srevens: It amortizes itself over a certain period of time? 

_ Mr. Cooper: Yes. 


© 
_ Hon. Mr. Srevens: The query I really want to make is this; were these 
yments the normal payments within the life of the equipment? 


_ Mr. Cooper: Yes, shorter than the life of the equipment. 

__ Mr. Henry: They are made for varying periods, fifteen or twenty years, 
and one-fifth is paid éach year. 

_ Hon. Mr. Stevens: Do you think this is the proper place to bring them in 
ind show them? I thought they would be a sort of self-sustaining thing, a part 
f the separate obligations and He a part of the general obligations of the Com- 
4 Mr. Henry: You think they should be retired out of revenue? 

Hon. Mr. Stevens: Yes. 

__ Mr. Henry: They are not, under our system. 

Hon. Mr. Stevens: Why should they not be? 


' Mr. Henry: They do not relate to’the life of the equipment particularly; 

‘may be a fifteen year series. That would mean that the whole of the capital 

would be retired in fifteen annual payments, whereas the life of the equipment 

‘might be thirty years. ees \ 

Hon. Mr, Stevens: I will admit that I am a bit ignorant of this, but as I 

understand it, we buy a locomotive, we issue a Certificate, a Bond, or an Equip-— 
ent Trust Certificate. Ido not know what length it is, but the period of these 

certificates is based upon the general expectation of the prospective life of that 

implement, whatever it is. 

Mr. Henry: No. There is a very substantial margin of safety. 

Hon. Mr. Stevens: Very good. 


Mr. Henry: The margin of safety is probably not over sixty per cent, and 
even then you have a 25 per cent cash investment over and above it. 


~ Hon! Mr. Stevens: My point is, that the genius of the. whole Equipment 

st Certificate is that over years of experience certain terms have been 

cepted as reasonable for the life of that equipment, plus a margin of safety. 

ould you not agree with that? L 

Mr. Henry: Yes. But that has not got anything to do with the operating 

pense at all. Thé operating expense is designed on a different basis; one is 

the depreciation, the other is a sinking fund for the purpose of retiring the bond. 

But the bond itself may not and does not as a rule have any relation to the life 

all. 

Hon. Mr. Stevens: Should not that bond, however, be retired out of the 

ings of the Company? 

Mr. Henry: I do not think it should, as a general rule. That rule should 

ipply in a case where the two of them synchronize. 

on. Mr. Stevens: And if they do not synchronize with that portion, we 

y 60 per cent, if you like, of the life of the equipment, the margin of 

y would be 40; 40 is the only part which should be paid out of the renewal 
irther issue of the bonds? } 
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Mr. Henry: The answer is that it is not done that way. The reasc 
that is, because one is a financial transaction and the other is an operati 
transaction. If you could relate what your issue to the public is, with the 
there might be something in it, but it is not done that way. That is as goo 
an answer as I can give. 

Hon. Mr. Srrvens: Here is the point. You made an issue of $83,896,0 
of new bonds? eae 

Mr. Henry: So far as Equipment was concerned, last year we issued— 

Hen. Mr. Srevens: $15,000,000 Equipment Trust, Series J. Bonds 
$15,000,000 is here, part of which, $5,291,000, was used to retire existing Equi 
ment Bonds? i 

Mr. Henry: $5,291,000 of those were—that was the capital—they were — 
used to retire the payments on account of capital, the annual payments on 
account of principal of these Equipment Trusts. ‘i 

Hon. Mr. Dunnine: We could not use it up. Take into account that when 
equipment retires from service it is all written off; if you take the picture i 
that way, you can see it. AN . 

- Major Bey: You take your capital charge for Equipment. When yo 
buy it, instead of working off $5,000,000 every year for fifteen years, pay it al 
at once and then retire your equipment in the way we do it. : 

Hon. Mr. Stevens: But you are retiring this $5,291,000 within a year after 
you issue the $15,000,000. A 

Major Betu: Instead of paying the whole thing at once, we spread 1 
cover fifteen years, which is the usual way. It used to be twenty years. Sa 
we buy $75,000,000 worth of Equipment, it would be spread over a term of 
years at $5,000,000 a year. Of course the whole $75,000,000 could be paid ai 
once. i No 

Mr. Henry: That is met out of the general issues guaranteed by the 
government but not specifically applicable to that equipment. rae 

Hon. Mr. Srevens: In other words, all your issue for Equipment Bond 
goes for new Equipment? 

Mr. Henry: Absolutely. . eas ee 
Hon. Mr. Stevens: This $5,291,000 is not taken out of the $65,000,000? 
- Mr. Henry: Yes, indeed, it comes out of the $65,000,000. But it is no 
a specific Equipment Issue. é 

Hon. Mr. Stevens: Let me ask this question. Can Mr. Cooper tell m 
if this is the system followed by the American Roads; do they follow 
classification of accounts? 

Mr. Coorrer: “Without exception, Mr. Stevens. \/ 

Major Bei: It is known as the Philadelphia plan. _ : 

Hon. Mr. Srevens: And this is following the Philadelphia plan? 

Major Bexu: It is following the Philadelphia plan, which was inaugurate 
over there. , ae 

Hon. Mr. Dunnine: If the retirement system were not followed, it woul 
ball up the whole works. : 

Mr. Cooper: Yes. hg 

Hon. Mr. Dunnine: If writing off the equipment at the time of retirel 
were not followed, it would throw the whole thing out of gear. me 

The CHAIRMAN: Are there any other items arising out of page 25? — 

Hon. Mr. Stevens: There was another question, but it has become s 
in my mind. Go ahead. ¥ sia 


rs 
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HAIRMAN: You had a couple of questions you wanted to put, when 
the Funded Debt? 


fon. Mr. Stevens: You may go ahead, as far as I am concerned. 
The Cuarrman: Now let us turn to page 26. 


The CuarrMan: It is on the last half of page 27, Interest Accrued 1927. 

Sir Eucene Fiser: It is in the second column. 

Mr. Henry: That appears in the Income Account, page 15, item 546. 

_ Hon. Mr. Dunnrine:\ It is interest accrued in 1927. 

Mr. Henry: That item represents the amount of interest accrued in the 

accounts, that is, interest on funded debt accrued in the accounts during 1927. 

F Sir Evcene Fiser: These are the amounts due to the public? 

Mr. Henry: Amounts due to the public. \ 

_ Mr. Jevurr: How much of that has been paid dut of the earnings of — 

_ the Company to the public? ( 

_— Mr. Coorrr: In the 1927 calendar year, we were short of earning that 
amount, $2,182,373. 

Mr. Jevurr: Was that in 1926? 

Mr. Cooper: 1927. s 


Hon. Mr. Dunnine: What did you have in excess of the .retirements the 
previous year? / 7 


Mr. Cooper: $4,556,639. Taking the two years together, we had an 
excess of $2,270,000 over and above the full interest due to the publie, and if 

_ you take the two government fiscal years, March, 1927, and March, 1928, m both 
years we earned the full interest due the public. ; 

- Mr. Jinuirr: How much of that will fall due this coming year? 

Mr. Coorrr: I do not know. 

“ Mr. JeLLirF: Can you figure out the items here? 

Hon. Mr. Dunnine: At the time of maturity, tell us that. As I remember 

, we have not very much this year. There is an issue of Equipments there, 
Equipment Trust: Series. | : . 

Mr. Cooper: In the budget of (1928, we are asking for $9,634,755. 

Sir Evcene Fiser: What is the amount? ee 
_ Mr. Coorprr: $9,634,000. 

Mr. Jevurr: That is, to retire a portion of the funded debt falling due. 
_ Mr. Coorrr: Payments on Equipment Trust Notes and other capital debt. 
Ir. Jenkins: These items guaranteed by the Province of Manitoba, do 
retire those, and those guaranteed by other provinces? 

Mr. Cooper: Probably provision will be made in the 1929 budget. to retire 

m, but that does not come up this year. 

_ Mr. Jenxins: Or there may be a reissue. 
Mr. Cooprr: Yes. Paes 


Mr. Jenxins: They are guaranteed by the different provinces, but are pay- 
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Mr. Jenxins: Will you retire those as they come due in 1926 

Mr. Coorrr: I would say we would. 

Hon. Mr. Dunning: Each province has as security for its guaran 
mortgage on the road. \ 

Mr. Jenkins: You treat these just as they come due? 

Hon. Mr. Dunnyne: It will be a question of policy of the coveriaetm 
the day, when they mature. I cannot conceive of any government allowames t 
piece of road to go for the amount against it. 

Hon. Mr. Stevens: Have you ever been in the position of calling up 
province to make good its cuarantee? 

Hon. Mr. Dunnrne: I was in the position of being called upon by Majo 
Bell, when I was Provinical Treasurer of Saskatchewan. I did not pay him, 
It paid the bondholders. I proceeded to take advantage, as any Provincial 


Treasurer would, of the terms of the Trust Deed. The Dominion Governmen 
of that day were aware of the terms of the Trust Deed. They allowed me to 


pay three payments, but did not allow me to pay the fourth one, because tha 
would have put me in possession of the road. After that they allowed the pay 
ments to lapse, and then let me pay another three. But that is all over now. 


Hon. Mr. Stevens: In regard to the guarantee of the British Colum 
section, has the interest been earned upon that, I mean, has the interest bee: 
paid out of the earnings of that section? 

Mr. Cooprr: It is not segregated, 

Hon. Mr. Dunninc: There is no segregation. 


Hon. Mr. Stevens: I do not suppose there is any need of-segregation, aia 
you adopt the.policy of paying, but suppose you follow it to the extreme an 
say you will let the province take this, you will then have hig BeeTeeMe it, 
determine what is: past due. 


Major Beuu: Do you speak of the British Columbia line now, Mr. - Stovens 
Hon. Mr. Stevens: Yes. ns 
Major Brix: It does not earn the interest. 


Hon. Mr. Stevens: Is the interest guaranteed by the Province of Britis 
Columbia? 


Major Bru: That is guaranteed by the Province of British Columbia. 

Hon. Mr. Stevens: They are more or less in default? 

Major Bretu: We could put them in default. 

Mr. Jenxins: But you’ would have to give them credit for the bua 
originating on their line, would vou not? 

Major Breuu: There would be a long legal fight over it. 

Hon. Mr. Dunnina: If we ceased paying. them, British Columbia would 
have to pay the bondholders, and under the Trust Deed the British Columbia — 
government would take possession of the road. What we would do then wou 
depend upon negotiations. 

Hon. Mr. Stevens: It has not earned interest, on that section? 

Hon. Mr. Dunnrve: I do not think anybody has, and I do not think you de 

Hon. Mr. Stevens: I do not think so, either, but I should think within th 
ae two years it would be approaching ‘that condition, with the increase 
trafic. 

Major Beuu: The benefit is nes traffic, increased business, which the 
would not have if they took it over. 

Mr. JenxKINs: It would break up the road. 


RMAN: I do not hink we bad to take up page 28; that is, piatienos 
ne Operation. The same with page 29. 

can Mr. Dunnine: These are all simply informative statements of tonnage 
orth—I do not think there is anything there—and a schedule of the 
y's present situation. : 


Ll is? ' ! 
Mr. Harris: Yes. 


Hon. Mr. Dunning: The Toronto business, Toronto and Scarborough. 
\re there any other questions, Mr. Chairman, relating to the accounts, or any- 
thing that we should raise, to give the staff time to get it? 


The Cuatrman: I do aa remember any others than those I have mentioned. 


Sir Evcenn Fiser: We might as well adopt the report, and proceed with 
evidence as to the Estimates. 


_ The CuHatrMan: If you are satisfied, will you move the adoption of it? 
‘Sir Evcene Fiser: I will move that the report be adopted. 


Hon. Mr. Stevens: Just one moment, Mr. Chairman. I think probably 
we might as well wait until we get the answers to these questions, before we 
age the report. There is no rush about it. 


Hon. Mr. Dunnine: No rush at all. 

- The Carman: Mr. Harris’ questions will take some time. 

Mr. Harris: I understand they will not take much time. 

The CHAIRMAN: Cee you have the information ready Biss Tuesday, Mr. 


Mr. Coorrr: I think so. 


Hon. Mr. Dunnine: I move, Mr. Chairman, that we adjourn until Tuesday 


- The Committee adjourned until Tuesday, April 24, 1928. 
ae ; xO i) 
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- MINUTES OF PROCEEDINGS 


Room 429, Housr or Commons, 
Turspay, April 24, 1928. 


a , | 

The Select Standing Committee on Railways and Shipping, owned, operated 
nd controlled by the Government, opened proceedings at 11 o’clock a.m., this 
e, Mr. Goodison, the Chairman, presiding. 


Members of the Committee present: 

| Messieurs: Bell (St. Antoine), Cantley, Chaplin (Hon. J. D.), Stewart 
eds), Duff, Dunning (Hon. C. A.), Fiset (Sir E.), Goodi&on, Harris, Jelliff, 
enkins, McLean (Melfort), Milne, Power and Stevens (Hon. H. H.)—(15). 


‘ Sir’ Henry ‘Thornton, President; Mr. Hungerford, Major Bell, Mr. Robb, 
fir. Ruel, Vice-Presidents; Mr. R. A. C. Henry, Mr. Cooper, Mr. Doherty, and 
ae other officials of the C.N. Railways and Merchant Marine, were in 
ttendance. 


b 
mK 


Va 
On opening the meeting the Chairman stated that Cuecnane which had been 
‘asked at the previous meeting, the answers to the same had now been prepared 
and would then be submitted to the meeting. Mr. Henry was asked to read the 
nswers prepared, and the same were incorporated in the record of proceedings, 
s follows:— 
1. Balance Sheet of Central Vermont Railroad as of the approximate date 
i the flood. — 
2. Statement of the food conditions and the damage which ensued therefrom. 
-, 3. Statement of the amount of money included in items 2 and 3, page 21 
the annual report under the caption “ Roadway ” which related to land and 

ding during 1927, charged to this account, in respect to Toronto and the 
wnship of Scarboro, but not included in the terminals. ; 

4, Memorandum re Equipment Trusts, and the relation of same to the 
ccounting practice with respect to the equipment retirements and the charges 
operating expenses. ° 


Some further discussion on Canadian National Railways and equipment. / 


Annual Report of the Government Merchant Marine taken up. Assets and 
jiabilities and Capital discussed; Operating Account and Deficit Account dis- — 
sed at some length. 


4 


Report Adopted. 


‘Tt was decided by the Committee that a general report would be submitted 
e House after all matters had been considered. 


if 
; Committee adjourned to meet again to-morrow—Wednesday+—at 11 o’clock 


MINUTES OF EVIDENCE 


Commirrrr Room 429, , 
House or Commons, 
ae f Tuerspay, April 24, 1928. 


The Select Standing Committee on Railways and Shipping met at 11 


’elock A.M., the Chairman, Mr. W. T. Goodison, presiding. 
The Cuainman: Gentlemen, we will proceed. In the first place, there 
e some questions asked to which answers were to be given this morning. 
_ Sir Henry Tuornton: Mr. Henry, will you give the answers to the ques- 
jons which were asked? 
> Mr. Henry: Mr. Harris asked for the balance sheet of the Central Ver- 
1ont Railroad as of the approximate date of the flood: I present herewith 
1e balance sheet. ) . / 
Ray | CENTRAL VERMONT RAILWAY COMPANY 

Baranen Sueer at Ocroser 31st, 1927 


Assets Liabilities 


el seaoy $ cts. $ cts. 
_ {Investments— Stock— 
01) Investment in Road Equipment...... 22,850, 402093| roll Capital Stock, 2.02.) 2.) co 3,000,000 00 
02} Improvements on Leased Railway ‘ —__—____—— 
LS ei ee ae if : 842,103 87 Government Grants— ° 
‘ Miscellaneous Physical Property. i 26,553 50) 754] Grants in Aid of Construction......... 58,560 00 
Investments in Affiliated Compa ay 383,225 51 N ——————_—_— 
i cae Unpledged Pledged ‘|Long Term Deht— 
| “A” Stocks....$ 1,400 00 $141,516 92 755| Funded Debt Unmatured... ......... 13,893,165 25 
Ba Bonday tg. 1 00 757| Non-Negotiable Debt to Affiliated 
_.| “D” Adaynces. 190-307 59............ Companies Oe)! kn || 00,4119 310 O70 
el \ PAC ONeS Wns Ok fs $ 8,041,905 52 
Mi@inemlnvestments....0..:..52+. hc... 75,101 00 “B’’ Open Accounts..... 12,383,139 31 
‘A” Stocks. ... BOL OO So in ae RCo) © NER. Current; 
DEMOS. ke. aya OK 75,000 00 { Advance Account..... 13) 720) 06 
24,113,386 81 Total Loag Term Debt....... .| 34,304,484 32 
Current Liabilities— 
423,713 92) 759} Traffic and Car Service Balances 
242,138 00 Pevalla ns quay wieoar Mae And ie kek ty 501,019 06 
71: ae : 6,116 56} 760} Audited Accouats and Wages Payable. 447,964 25 
3 Traffic and Car-Service Balances Re- 761} Miscellaneous Accounts Payable....... 4,015 70 
; wel al) a ey ce a ene le 453,719 31] 762) Interest Matured Unpaid.............. 247,031 76 
| Net Balance Receivable on Agents 764] Funded Debt Matured Unpaid....... ‘ - 3,200 00 
Sales @onductors: 0.08 105,532 15) 766] Unmatured Interest Accrued.......... 199,070 77 
}} Miscellaneous Accounts Receivable. ... 233,028 97) 767) Unmatured Rents Accrued............ 916 66 
16) Material and Supplies.................. 788,908 11] 768) Other Current Liabilities.............. 904 10 
7] Interest and Dividends Receivable... . 1,250)00 
pOther Current Assets) {...:'...1...... 78,948 77 
; _ Total Current Assets........ ..---| 2,333,355 79 Total Current Liabilities........ 1,404,122 30 
ty aes ‘ DARANY aco ERO E A Geter UA ca 
| Deferred Assets— / Deferred Liabilities— 
| Working Fund Advances............... 3,827 59] 770] Other Deferred Liabilities. ........... 225,572 87 
| Insurance and Other Funds............. 9,393 76 ————_—_———_ 
2) Other Deferred Assets................. 8,226,829 16 ! ‘ 
Lee Unadjusted Credits— 
Total Deferred Assets........... B 240000 olla@liiebax Liability: oF o8 2 el 102,824 08 
pe is . 775} Accrued Depreciation—Road.......... 226,827 45 
|Unadjusted Debits— 776 i Equipment. ... 843,327 54_ 
| Rents and Insurance Premiums paid in 2 a 778| Other Unadjusted Credits............. 248,740}40 
38,243 38 Total Gaadiusted Credita,.,.... 1,421,719 47 
124,924 86 pee ee 
SEE Corporate Surplus— 
168,573 72] 779] Additions to Property through Income 
ANG SURDIUB, ee Ce gee te ine aes 48,394 21 
784| Profit and Loss—Debit Balance....... 5,607,486 34 
Total Corporate Surplus......... 5,559,092 13 
34,855,366 83 Grandi Rotal se 28, ict aun 34, 855,366 83 
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; Sir Henry THornton: Mr. Harris also asked for a statement of th 
conditions and the damage which ensued therefrom. I will file that stateme 


The ‘Central Vermont Railway is a North and*South Line, exten in 
from St. Johns, Que., and Rouses Point, N.Y., where it joins the Cana 
National Railways, to New London, Conn., together with several Br 
Lines with a total mileage of 433.3 miles of, roadway. 

It is composed of two Divisions, viz., the Northern and Southern 
The Northern Division main line extends from St. Johns and Rouses Poin 
through St. Albans, Essex Junction, Montpelier Junction, White Rive 
Junction to Windsor a distance of 173 miles, where it connects with t 
Boston and Maine Railroad. From this main line there are branch In 
running generally East and West out of St. Albans, Essex Junction, a 
East out of Montpelier Junction. : ay 

The Southern Division starts at Brattleboro, 49 miles South 
Windsor, connection being made with the Northern Division by runn 
rights over the Boston and Maine between these points. The main lin 

’ of this division runs through Millers Falls, Palmer and Norwich to. N 
London where it connects with the New York, New Haven and Hartford 

- Railroad, and steamers to New York. There is also one branch line fro 

i Brattleboro to the West. 

\ The Northern Division runs through the Green Mountains from n 
St. Albans to its Southerly limit at Windsor, and as is usual in moun- | 
tainous territory the railway tracks follow the valleys of the main wate it 
courses. From Burlington on Lake Champlain the railway follows the 
Winooski River for a distance of forty miles to Montpelier Junction, th 
Dog River a further distance of fifteen miles to the divide, and from thi 
point South down the valley of the White River forty-six miles to Wh 

y River Junction, where the White River flows into the Connecticut River 
There are numerous smail streams and feeders for these rivers, and man 
power dams. # et 

Commencing in the evening of Wednesday November 2nd there wa 
a continuous rail fall over this part of the country, and particularly hea 
in the mountains adjacent to the railway. The Weather Bureau Repor 
show that in the vicinity 6f the Central Vermont Railway from 9.00 p-m 
November 2nd to 12.00 noon November 4th,_a total of 39 hours duri 
which 8.6 inches of rain fell. The greatest (rain was during the first ; 
hotirs and the heaviest fall from 3.00 to 4.00 p.m. November 3rd whe 
0.62 inches of rain fell. ee 


The effect, of such a tremendous volume of water in the mountai1 
can be readily imagined; the precipitous nature of the country induced 
a rapid fall from the hills into the valleys, where the tributary streams — 
and feeders soon gorged the main rivers, causing an overflow from their 
banks into the valleys which soon became raging torrents running abo’ 
twenty-five feet above the normal level. Increased by dam fail 
letting loose large volumes of impounded waters to add to the main 
the force of the torrents carried all obstructions before it, and in s 
cases washing down the natural hills and widening ravines. Buildings 
the valleys, highway and highway bridges, railway bridges, embankmen 
and fills, telephone and telegraph lines were entirely swept away or 
damaged in the mad rush of waters, and where several converging stream: d 
joined the main water course as at Montpelier and Waterbury the low 
parts of the towns were submerged. Im many cases the most § 
damage was caused by wooden highway bridges and buildings 
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| down by the Seeaids to the steel matlinay bridges where a dam 
ormed and blocked the water so that the added pressure swept. the 
al way bridge and approach away. 


Commencing at the North end and where the Central Vermont joins 
q Canadian National Lines and proceeding South the following brief 
pmmary of the damage may be of interest:— 


MAIN LINES - 


St. J] ohns to St. Albans, 42.00 miles; embankment was badly washed 
ut back of, North and South abutments of bridge just North of St. 
Albans, repairs made and line open for traffic November 7th. 


St. Albans to Essex Junction, 24.00 miles; no serious damage and line 
open November 5th. 


_ Essex Junction to Williston, 4.00 miles; only minor repairs required 
and line open November 6th. 


Williston to White River Junction, 90.00 miles; this section of, the 
main line received the full force of the storm and was badly wrecked, 
‘steel bridges carried off masonry and washed down stream and broken 
- up, piers and abutments damaged, torn down or undermined, embank- 
ments across main river and tributary valleys damaged or washed’ away, 
side hill cuts undermined and carried away, of which the following is a 


Sheu st: 


Seven steel bridges completely wrecked, will require about 1,800 
linear feet of temporary trestle to pass trains. ‘Nine bridges were partially 
wrecked and wiil require temporary work. Twenty-four other bridges 
with minor damage and probable undermining of piers and abutments. 
los: -eight bridges in all on which more or less repairs will \have to be 
made. 


- The embankments across valleys and streams were more or less 
i Hemiged and washed out the most serious being adjacent to the bridges 
and on side hills where the rush of water was augmented by the failure 
at dams across streams letting loose large volumes of water against the 
embankments. Preliminary survey of the damage to embankments shows 
‘that of a total of 90 miles on this section; 69.7 miles good or only 
slightly damaged, 4.2 miles more damaged but passable for ballast trains, 
6.6 miles will raquire cribbing up to five feet so that the track can be 
refilled and [ifted, 5.8 miles will require heavy cribbing or trestle bents 
on sills, 1.1 miles ‘of pile trestle required to pass over deep holes, and 1.4 
_ miles of banks have fallen into the river and line will have to be diverted 
and rebuilt, and 0.6 miles of bridges entirely destroyed or badly damaged. 
he most serious loss of ce aietieats 1s pete Williston and Mont- 
pelier Junction a distance of 28 miles. 


From White River Junction to Windsor, 14.00 miles; roadbed was 
lightly washed in numerous places and repairs were made and line 
estored ‘shortly after the disaster. At Windsor the Boston and Maine 
ilroad is used South to Brattleboro a distance of 49 miles where the 
Southern’ Division of the Central Vermont commences and_ runs south a 
istance of 121 miles to New London. Very little damage occurred on 
this’part of the line, and this was confined to the Northern end between 
B attleboro and East Northfield a distance of ten miles where only slight 
g | to paadbed was reported and speedily repaired. 
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St. Albans to Richford, 27.48 miles; for the first 18 miles ow 
St. Albans there was very little damage and service was possible 
Enosburg Falls. From Enosburg Falls to Richford 94 miles the dama 
was heavier, embankments were washed out fora depth of 6 to 8 
and track carried away and one bridge abutment damaged. = =| 


Essex Junction to Burlington, 7.85 miles; two large bridges near 
Burlington were completely wrecked, the central piers being demolished 
and steel spans washed in the river and destroyed. Two new steel bridges 

vg will be required.” There was also some damage to the roadbed. 


Essex Junction to Cambridge, 22.29 miles; there was very sever 
washouts on some parts of this branch and slight damage over almost all. 
Near Cambridge the entire roadbed was washed away. The large btidges 
were not damaged. a 


Montpelier Junction to Barre, 7.96 miles; the principal damage o 
this line was between Montpelier and the Junction, one bridge was 
entirely wrecked and several others damaged. Embankments were washed 
out to a depth of from 4 to 12 feet and the ballast in many places/entirely 
swept away. Both Montpelier Junction and Barre Yards suffered severely 
and high embankments were washed out at the ends of bridges in several 
places. ‘ 


The West River Branch, 35.45 miles; this branch has been severely 
damaged, one- large steel bridge was completely wrecked, and sever 
others badly damaged. The embankments are washed out in sever. 
places and slides have occurred burying the track with dirt and refuse 
Reports on this branch are not yet complete. 


The following is a summary of the estimated total cost of restoring 
the railway to its former physical condition. This estimate is howev 
based upon the temporary work being done under normal Winter weathe 
should severe or abnormal weather occur the cost may be increased by 
at least 25 per cent. Pe 


Northern Division— 


» Main Line 
AG BTN ee Re Sn SNS Se ha ee Ge 
Roadbede 8 eh kee ere ails oem ae 
Ballast o00.4) 0) ou Se es 
Pree. 07.7 dcp yalioh eke hae Maes ante tie ae elt 
Femeinge ee. Gols aie lr hak eae ide Ia if 
Culverts. 04 Me ee eee 
Bridges oy The Ges eae Aegean P 
Buildings ..¢7 50.020 Js 1a, eee ih ane 
Ties. lost: sc): Sete ie ee ee 
Telegraph and Telephone...) . 0.7). 2 13,000 ae 
Miscellaneous). 0 ae a 
Contingendiés 9...) 2... ae) es eae Pee 
Totals ter Oe ke $ 2,155,000 


a 


Ny ' i a Ri "i : 
E 113 
; Branch Line 
faeatbed pie ables, ere. ee KOO ( 
wdiges and Culyerts..-.. ..+.. .. .. 277,000 


nd Telephone. . att Sew OOO ' 


ee as a52co0 
vn oe ae : Main Line ate 
5 Roadbed and Track. Pe 5 OOO 2 k 
Branch Line 
"Rogdbed and Track. . ke eee ae. a6 O00 
s ‘ eee. ss oor. O0,000 161,000 
} ‘ 
- Grand Total. -. $ 2,668,000 


i tt is. uebalile that ‘the ‘tote expenditure will closely approximate 
3,000,000 before all the lines are permanently restored. 
ontreal, December 3rd, 1927. . ie 


. Henry: Mr. Harris also asked for a third statement indicating the /— 
expenditure on capital account, the retirements and the net, to corre- ye 
with the 2 aes on page 21 of the annual report. ee, 


—— 1925, 1926 and 1927. I will file that statement. , ° 
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“ BA ne . 
Mr. Henry: Mr. Harris also asked for a statement of the ami in 
money included in items Nos. 2 and 3, page 21 of the annual report under 
caption “Roadway,” which related to land and grading during 1927, charg 
to this account, in respect to Toronto and the township of Scarboro, but n 
included in the terminals. I would like to read a memorandum in regard 
that. Ree We 
The question asked by Mr. Harris on April 18th (page 81) was for t 
amount of money included in the item of $2,673,627.79 “Land for Transport 
tion Purposes” of the Expenditures,’ less Retirements, during the year 1927, 
applicable to Investment in Road and Equipment, spent in Toronto and in 
the Township of Scarboro, exclusive of the Toronto Terminals Railway, an 
secondly, thg same information with regard to “Grading”—$5 215,023.57; 
The answer to the first question is: Cr. $12,057.15; eae, 
The answer to the second question is: $272,153.75. ie 
It may be explained in this connection that the large area of land p 
chased by the National Railways at Scarboro, embracing 294 acres, cost $455 
653.91 and was purchased for the purpose of supplying material which coul 
be used for fill along the waterfront, partly on account of the Canadian National - 
Railways and ‘partly on account of the Canadian Pacific Railway and partly on 
account of the Toronto Terminals Railway. An arrangement has been made 
with these parties for the supply of this filling. After the filling has been take: 
out, it is the intention that a new yard shall be constructed at Scarboro for the 
purpose of handling more economically the business into and out of Toronto. The 
cost of this land is included in Unadjusted Debits pendingthe change in the yard 
at Danforth. Up to the present time there has been supplied from this area 653,- — 
297 cubic yards. « an 
Mr. Harris: I might say that Scarboro Township will greatly appreciate 


Mr. Henry: Mr. Stevens asked for an explanation regarding the operatio 
of the equipment trust and the manner in which it is handled in the accounts. 
would like to file that statement, and also a statement to the extent in which 
equipment trust financing is done in the United States and also a statement show- 
ing what some of the representative railways of the United States do. . 


MemoranDUM Re EqQuipMENT TRUSTS AND THE RELATION OF SAME TO THE 
AccouNnTING Practice WitH RESPECT TO THE EQUIPMENT RETIREMENTS 
AND THE CHARGES TO OPERATING EXPENSES 


In Canada and the United States it has been the practice for many 
years to issue Equipment Trust Securities for the purpose of securing 
funds to purchase a large proportion of the rolling stock used in railw. 
operation. 

There are several types of equipment trusts, but the most wide 
used is based upon what is known as the “Philadelphia Plan.” Unde 
this plan there are three parties involved, a railway company, a rolling 
stock company, and a trustee. The railway company agrees to lease 
the equipment from the rolling stock company and to pay in the fo 
of rental an amount equal to the interest upon the securities to be issued 
and sufficient to retire the serial payments on account of principa 
annually or semi-annually, as the case may be, until all the securitie 
have been paid off. The rolling stock company pledges the lease with 
the Trustee, who, in turn, issues equipment trust ngtes to the pub 
The railway company does not obtain title to the meee until the | 
equipment trust notes have been fully retired. The period of the equ 
ment trust is usually from ten to fifteen years. ae ay 


2 Sal 
quired by the Interstate Commerce 
and retirement of equipment is as 


hen equipment trust notes or other securities are issued to provide 
ds for the purchase of new equipment, the par value of these securities 
idded to the funded debt of the system. All equipment acquired is 
rged to invéstment account at cost. When any portion of the funded 
ebt is discharged, naturally the liability account is reduced to that 
tent. As and when equipment is retired from service, the investment 
count is reduced by taking therefrom the value at which such equip- 


is charged to operating expenses. From this it will be seen that, having 
discharged the liability incurred for the purchase of equipment, and 
having retired from service the equipment itself, the capital investment 
account and the capital liability account have both been purged of the 
mounts previously included in respect to. such equipment, and the loss 
to the wearing out of the equipment in service has been met by 
arges against operating account. 
That is the practice on our Canadian Lines. The practice on the 
es in United States is similar except that the loss is taken care of by 
depreciation accruals as required by the Interstate Commerce Commission, 
A question regarding accounting procedure was raised at this Com- 
ittee last year. Inquiry was then addressed to the Director of Account- 
i of the Interstate Commerce Commission as to the correct method 
of accounting for these certificates and reply was received indicating 
t the method adopted by us was in strict conformity with the require- 
nts of the Commission. 


Orrawa, April 24, 1928. 


tement of Capitalization of Class I Roads of the United States, 
as December 31, 1926 


. $ 5,935,372,148 
.  1,749,641,579 $ 7,685,013,727 


Mortgage Bonds.. .. .. .. $ .7,744,026,315 
Collateral Trust Bonds.. ... 1,005,865,130 
Miicaiae Bonds..... 2... °.’. 280,892,876 
‘Miscellaneous Obligations . 472,124,476 
Equipment Obligations.. .. 1,068,604,082 $10,571,512,879 


Total Railway Capital Outstanding. — $18,256,526,606 


t was carried in such account, and the resultant loss, less any salyage, — 
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Mr. Henry: I think that clears up all the questions. 


Sir Henry Tuornton: The questions have all now been answered, 
Chairman. We will be glad to follow your wishes as to further procédi u 


The CHAIRMAN: Tr think the answers a these pe” clear up what i 


to adopt ‘the ce 


Mr. Harris: We did not have the pleasure of fannie Sir ae Tho 
ton with us in the room for the last two meetings— 


The CHAIRMAN: We certainly missed him. 


Mr. Harris: —and I wonder if he would care to make any observ 
with regard to the situation we find with reference to\the investment in roac 
and equipment. This item is mounting quite rapidly, and the present syste 
keeping records is not such as to lend itself to arriving at any determin 
of the amount of sinking fund which might be later reflected in the balance sh 
or the operating account. I would like to ask if there is any way we ean 
an idea of the procedure upon the exhaustion of these different elements 
the operating account. ;. 


Sir Henry THornton: I think, Mr. Harris, if my recollection of what 
_ transpired is correct, the point you have raised was dealt with very exha 
tively at the recent meeting. I can only say that the practice-of the Cané dian 
National Railways with respect to matters of that sort is, in general, the acceptec 
practice on most railways and is in accord with any legal obligations with whi 
we may comply. 
As far as additions to capital are concerned I shall have to content myself 
with the statement that the railway is a constantly growing thing. There ai 
constant annual necessitous expenditures on capital account, some of whiel 
are in themselves unremunerative but necessitous. For example, there is the 
Toronto viaduct proposition which involves a large expenditure of money but 
which will not reflect itself in our net earnings sufficiently, probably, to pay an 
interest on that investment. New passenger stations are necessitous in m 
cases, and generally unremunerative. When I say “unremunerative’ I me: 
. looking at it purely from the point of view of what returns there are. There al 
constantly necessitous branch lines which must be built throughout the coun- 
try, sometimes to open territory for prospective business, often to relieve 
serious burden which rests upon our farming population but generally 
endeavour—and when I say “we” I mean the officers of the company, the 
directors and myself—to limit these capital expenditures to things which, hay- 
ing regard for all of the circumstances, we regard as necessitous, but there will 
be a constant steady increase in the capital of the railway just as there 
been in the capital account of every railway. I do not think I can add 
thing of advantage to what has already been said. 


Mr. Harris: That is all, Mr. Chairman, z ce 


Mr. Brut (St. Antoine): Are you prepared to make a statement regardi 
the terminal facilities at Montreal? Ke 


Sir Henry THornton: No, that is a matter which is in the course 
consideration. I do not think there is anything which I could usefully say w 
the subject, except that we have been studying the matter for the last 
years with increasing intensity, and we have developed a plan whi 
believe is the best solution of the situation, but if anyone else can- show 1s 
better plan we will be only too happy to adopt any suggestion that is 
than our own. The matter is now under consideration by the interested | 
and there is nothing I can say upon the subject at this time. : 


\ 
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Lieye There is no solution in sight at the present time? 

eaking particularly with regard to the level crossings as you enter 

nture station, and the station itself. 

i Henry THornton: The improvement of that position is a part of 

eral Montreal scheme, and presumably whatever scheme is finally 
will effectively deal with that problem. No scheme, however, has as 

m adopted. We have merely suggested a scheme which we think is a 

me, and it is under consideration by the interested parties, but if anyone 

better schemé, we are quite open to discuss it. 

Mr. Beux (St. Antoine): The reason I ask that is becauses of a number 
mplaints. It is generally understood that there is a scheme under way, 

is you know, there are a great number of complaints regarding the level 

sings, and what I am trying to ascertain is if there is any idea on the part 

he railway officials as to when there will be some remedy granted covering 

at particular factor? 

Sir Henry THornton: We are as anxious to have that situation corrected 

nyone, and we are doing what we can to expedite the solution, and I think 
say that the solution is proceeding as rapidly as such a problem can 

d. It is not being delayed by anyone, nor by any interest. 

Sir Eucenr Fiser: Does the same thing apply to the Quebec terminal? 

Sir Henry TuHornton: Yes. ' We are also considering a solution of that 

m. 

Sir Evcrne Fiser: So this will be a capital charge and you will have to 

parliament to vote whatever money may be required. 

Sir Henry THornton: Any additions to the property which involve a 

ital expenditure is necessarily subject to the approval of parliament. 


ae : 


ether it be at Quebec or Saskatoon. 


Ar. CantLEy:. What success have you had with suburban car traffic, 
th either the Deisel or gasoline car? Are you extending that service? 
ir Henry THoRNTON: ~Yes, we have certain suburban. branch line services 
th, under steam operation, have been conducted at a loss. We cast about to 
d find some cheaper but equally efficient method of operation. In the 
se of our investigation we developed the Deisel electric unit, which we 
ieve is the solution of the branch line problem or the solution of problems 
ich involve the provision of steam service at a loss. We have built a number 
these units and are putting them on wherever circumstances justify them. 
ve been highly satisfactory. (To Mr. Henry). Do you happen to have 
ou any figures on the subject? 
Mr. Henry: I believe we have. 


Sir Henry Tuornton: The upshot of the thing is that where we have put 
m on we have changed the loss to a profit. Where we have these services— 
by “these Services” I mean the Deisel electric services—the gross revenue 
round figures, $450,000; the expenses, $238,000, so that there is a profit 
- services of $211,500 for the year 1927. 

Cantipy:~ What localities have you in mind? 


‘Henry THorNnToN: They are scattered pretty much all over Canada, 
me services, if they had been operated by steam, would have shown a 


Cantiey: Do you contemplate larger units? 
Henry THornton: We have under contemplation a larger unit which, 
pon the results of our experiences here with the smaller units, we think 
tremely interesting, but we have not gone far enough with them and 
eld experiments, so we cannot give you any data about them. 
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Mr. Cantugy: I should think it was very promising. ‘The ily 
I have heard is that the units in some places are too small to. take care Ze 
traffic, for instance, from Stellarton to Pictou. 

Sir Henry THornton: That may be, Colonel, and I think you 
in your general statement that it is a very measurable advancement in sol 
the problem of suburban branch line traffic. - — = ae 

Mr. CantLey: The chief objection seems to be that there is not § Ss 
accommodation. 

*Sir Henry Tuornton: If there is not sufficient accommodation t 
easily solved by adding another unit or a trailer. Your criticism is not 
respect to the principle involved? : fi 

Mr. Cantiey: No. I think the principle is good and should, be exten 
I think larger units would be even more economical. 
- Sir Henry THornton: I think probably you are right. I think that 
time rolls on it will be found that the development of this Deisel electric 
will be found to be more or less of a milestone in transportation history. 

Mr. Cantiey: Progress, of course, will only be made, as is made in evel 
thing, by trial and error, and I should think it will go on to larger units. 

Sir Henry TuHornton: I think probably that is a true statement. 

‘ Mr. Cantitey: Can you let me know the number of wooden freight 
you still have in service, both flat and box cars? 

Sir Henry THornton: It should be comparatively easy to get that. ‘Su 
posing we take a note of your question and hand in the answer a little ater. 

Mr. Cantey: Will you give me the ue of those cars and the number 
have of them? : 

os Henry THornton: Wooden nas 

. CantuEy: Yes. 
S Henry THorNToN: We can furnish that probably to-morrow. 


Mr. Cantiey: I hope they will soon be off the road. They are a me 1 
_to transportation. 


Sir Henry TuHornton: I should like to see them off the road myaele 
they are an heritage and something which ee have to be ii sas 
He Bs of ‘elimination. ~ a 


Cantey: They are eliminating ieee pretty rapidly. 
e nee TuHorNTON:-Probably they are. = 
Mr. Cantiey: When do you propose taking up the Merchant Marine? — 


The CHatrMaANn: Right after we got through with this. Sir Henry, will y 
read the statement you have prepared? Se 
Sir Henry TuHornton: Mr. -Chairman, the members of the Commi 
have before them copies of the Ninth Annual Report of the Canadian Gor 
ment Merchant Marine. That develops the following points: the acco unts 
which have been certified by the auditors, show an operating loss of $720,735. 0 
in 1927 as compared with operating losses of $90,159.91 in 1926, seit 053. 
1925, $1,440,880.21 in 1924. 
The report also says: “The less favourable showing in 1927 was 
attributable to conditions under which certain of the services had to be opt 
there being a shortage of cargo tonnage, also additional competition 
resulted in reduced freight rates. It is, however, gratifying to be able to re: 
that prospects for the future are brighter owing to decreased competition ( 
stabilization of freight rates.” Fs 
It was the additional competition which forced lower freight rates, whi 
largely responsible for the showing this year. Last year when we discu s 
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overnment Merchant Marine's affairs it was asked that the press 

luded from the Committee. I shall have to ask that the same 
re be followed this year, if I am to be in a position to give to this 
ee all of the information which it should have. That will necessarily 

rtain things in relation to competition, giving certain figures and 
facts which will be of distinct advantage to competitors and which in 
ests of the Government Merchant Marine should not be made public. 
say nothing 1 more in the way of information except what has been given 


Hc » IME, Srevens: Mr. Chairman, I was not here last year when the press 
‘excluded and I do not know the nature of the information or anything 
t it. I am not offering this in the way of an objection to Sir Henry’s request, 
re must be a good deal of discussion that could be carried on with the 


r Henry THornton: It does not Sita ee us in the least. I am speak- 
rom the point of view of the welfare of the Government Merchant Marine. 
ously I have no desire for anything but the fullest publicity, but there 
tain facts in connection with the operation of the Government Merchant 
which will be distinctly advantageous to our competitors if known. 
re perfectly legitimate things which should be known to and discussed 
this Committee, but not put in the hands of competing interests. 

on. Mr. Stevens: That is quite understood and appreciated, but in our 
ion of the National railway affairs I think Sir Henry and his associates 
een exceptionally frank in their statements, and I do not see that any 
ilar harm has come from it. 
Sir Henry THornton: There is a difference between the operations of the 
srnment Merchant Marine and the railways. There is no fact, practically 
uking, in connection with the railways which everybody from the north to 
uth pole may not know. The competitive position with respect to the 
n Government Merchant Marine on the high seas is quite a different 


. McLran (Melfort): Of course the railway can not go out of its own 
ry ry to pick up ae whereas a steamer can. I can understand the force 


a (Melfort) If you did, you would not Fret long where you- 


CANTLEY: It would certainly be very interesting. 


sry THORNTON: If you like, we will go ahead and discuss the various 
and if I find I am getting on thin i ice, I will say so. 


Mr. Stevens: I think that will be quite proper, because I cannot 
f everything being so exceedingly secret. 


on. Mr. Dennine: That has been the practice in regard to matters 
the judgment of the management, should not be answered even in 
nt itself. Possibly we can proceed and see how far we can get. Person- 
xious that the Committee should have a full disclosure of the whole 


T know enough, however, regarding this matter from ‘Sir Henry to 
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know that there are many phases which would bé decidedly against 
of the Merchant Marine, were they given general publicity. i 


Hon. Mr. Stevens: I would suggest that Sir Henry intimate very y prom 
when we reach them. a 


Mr. Durr: Let us go ahead until we reach them, and not cross the 
until we come to it. . 


Sir Henry THornton: I take it you want to start first with the ope 
account, ‘and the first things under “ Operating Revenue” are the gross rec 
which this year amounted to $10,234,560.77 as compared with appro ig 
$11,000,000 a year ago. I suppose I might as well read this. : 


Mr. Donertry: Except that which relates to the individual services. 


Sir Henry Trornton: From the Annual Report in your possession, y 
will observe that. the operating loss of $720,735.40 in 1927 compares with. operat 
ing losses as follows for the previous years:— ae 


$ 90,159 91 in 1926, 
948,053 34 in 1925, 
1,446,880 21 in 1924. - 


The Annual Report also contains other information regarding the operatio 
of the Canadian Government Merchant Marine, and the figures speak for ther 
selves, the outstanding features being as follows: — e 


The fleet consists of forty-six vessels with total deadweight fone of 
312,090. cas 

The gross revenue for 1927 was $10,238 964.43 or $755,472.99 (6-87 pe 
cent) less than in 1926. 

The vessel operating expenses in 1927 were $10,235,706.77, which was 1- 
per cent or $159, 739.55 less than in 1926. 


The book deficit for the year ee to $7,086,939.59, which is more 
$399,718.52 than the deficit in 1926. 


The following figures show tonnages handled by the entire ese curing ¢ 
year; they include freight j in transit on December 31:— 3 


: . Tons Value 
Export Dratiie: 23.6 ie 707,305 $ 77,232,705 20 
WnipontisEraine :26 ae 401,025 65,564,848 53 


Intercoustal inate. 2a. 119,385 15,108,814 48 


; 1,227,715 $157,906,368 21 


Close co-operation still continues between the marine organization and 
Canadian National Railways with mutually satisfactory results to both. Duri 
1927 the steamers delivered to the Canadian National Railways inward freig! 
totalling 60,847 tons with rail earnings of $438,576 while on 150,863 ton 
export traffic received from said railways the rail oases were $971, be the ti 
items making a total of $1,409,705. 


As a result of our operating services to ea New ioe 
Newfoundland, subsidies to other companies, aggregating $156, 500 are NO - 
paid by the Dominion Government. 


During the year an additional $338,000 was adided to ne Insurance Re 
The Reserve Surplus at December 31, 1927, is $2,179,123. 31, which — 
together with $22,119.52 to meet losses sustained but unpaid, brings the 
reserve to $2,201,242.83. 


) SHIPPING 


course only relates to the marine service; that represents the marine 
Trance. \ 
There were no serious losses except on two different occasions in the case 
ne vessel. 
vessels of the fleet were maintained in good condition, warranting their 
g highest classification. 
ending the construction of the new vessels for the British West Indies Ser» 
3, under the Canada-West Indies Trade Agreement of 1925, temporary 
enger and freight services are being maintained by this Company. The new 
els will be owned by the Canadian National (West Indies) Steam#hips Lim- 
or subsidiaries, but their operation will be under the same management as 
of this Company. 
As from March 15th the title “Canadian National Steamships “will be used 
nection with the operations of vessels controlled or operated in conjunction - 


th the Cangdian National Railways and engaged in ocean and coastwise ser- 


ae : ; Assets 
Tnvestments— 
= Vescels at December 31, 1926.. ..... ..~.. .. $64,483,821 41 
Tess: Net deductions during year.. .. ... 2,113,137 49 
$62,370,683 92 
Pee ent and Hoquipment. 2... 204. 44.822 69 
emcee turmibine and Hixtures..°.. .. ....... 53,064 92 


POUNCE 500 00 


$62,469,071 53 


Mr. Durr: Before we go any further this value of the vessels at $62,470,000 
that the actual value of the ships or the book value? 
r. Henry: The original value. 
Mr. Durr: The book value? 
Mr. Henry: Yes. 
Mr. Jerr: What is included in the net deductions during the year of 
,000,000? : 
Mr. Henry: During the year the SS. Canadian Pathfinder note cancelled 
45,080.71; Canadian Skirmisher note cancelled $1,564,472.53. The total of 
ese two items is $3,109,553.24. The additions during the year, Canadian Path- - 
der $271,813.40, Canadian Skirmisher $270,736.17, a total of $542,549.57. 
on. Mr. Dunnine: Explain the note “cancellation,” Mr. Henry. 
_ Mr. Henry: Each one of these boats is an individual company and notes 
en to the Dominion government in respect to them. When a boat is sold 

yosed of in some other way, or wrecked, the note is cancelled and the 
t of that note is taken out of the investment account. 

‘Durr: It is not paid; it is cancelled. 
H Mr. Dunnine: The government just takes that loss. 
Bett (Deputy Minister): But the government takes the cash which is 
f the boat is sold? 
Mir, Jevuirr: Did I understand you to say that one or two boats were sold? 
r ‘Henry: No ; they were reconstructed_and put into the West Indies 


Dae 
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Sir Henry THornton: They were reconstructed for passenger 
stand-in the breach until the new boats are in service. et oy 
Mr. Durr: Do you carry any insurance on the boats? — 

Sir Henry THornTon: Yes. 

Mr. Durr: What about the insurance? yee that not go to the go" 
ment? =f e 

Sir Henry Tuornton: They would collect the insurance in the ee 
casualty, a wreck or an accident. z 

Mr. Durr: What becomes of that money? 

Sir Henry TuHornton: It is used to repair the boat or ‘toward the paym 
on a new boat, or, I suppose, in the event of a boat disappearing ato 
would go to the government. 

Mr. Durr: In the event of a total loss that money goes to the govern 
to reduce the note? 

& Sir Henry THorNTOoN: Yes. 

Hon. Mr. Dunnrnc: The $62,000,000 is the book value of the present b 
not the original book value of the entire fleet. 

Mr. Henry: It is the original book value of all of the boats ee a 
intact at the present time. 


Hon. Mr. Dunnine: Can you give us the book ge of the entire | 
before you sold or wrecked any of them? 


Mr. Henry: $79,511,660. a, 
Hon. Mr. Dunnina: Sir Henry, in your discussion on insurance, the C 
mittee is of course clear that we carry our own insurance; it is not outsi 
insurance. : 
Mr. Durr: You have an insurance account of your own? 
Hon. Mr. Dunnrine: Yes. 


he 


Sir Henry Tuornton: If it has not already come up in the rail 
accounts, the Committee should understand that the railway since the sprin; 
1923 has been doing all of its own insuring, which includes the insurance 
of the Canadian Government Merchant Marine. The insurance reserve for 
whole of the railways and the Canadian Government Merchant Marine r 
stands approximately at $10,000,000, which is invested in Canadian govern 
bonds. 


a Mr. Durr: There are two accounts? 


Sir Henry Tuornton: Of that amount a certain portion is assigned 
Canadian Government Merchant Marine. The two are under the same ad 
istration, but a certain amount which I mentioned a moment ago 1s ear-m 
for Canadian Government Merchant Marine insurance purposes. 


Mr. Henry: It is on page 2, $2,201,000. 


Mr. Durr: I notice in your operating account you do not charg 
insurance premiums to that account. 


Hon. Mr. DuNNING: Op ases ond insurance.’ 
The CuHatrMaNn: The fifth item on page 10. 
Mr. Durr: Oh, $13,000 is not the insurance for 46 hulls. 


‘Mr. BELL (Deputy Minister): We pay exactly the same as to an; 
ance company. That goes into the insurance reserve and is invested 
ment bonds. a 


Mr. Durr: Included in the expenses of the closed voyages. 


ages.” 


Be Assets 

ooh 461510763 

: 173,630 14 

Pare ae 413,396 39 
gas Receivable.. .. i 90,000 00 
_ Advances to Captains, Crews and Agents 65,851 14 
inventories of are and Supplies... .. 182 301-72 

Liabilities : 


Capital Stock 
- Authorized 10,000 shares of $100 each $1,000,000 00 


— Issued: 6,609 shares of $100 each.... $ 660,900 00 
Luss: Cancelled or held in Treas- 
ury in respect of Vessels dis- 
posed of—2,000 shares.. .. .. 200,000 00 


inion of Canada Account 
Notes payable and Advances due Dom- 
inion Government (Secured by 
' Mortgages on Vessels).. .. .. ” 361, 830,742 86 
Other Advances by Dominion Govern- 
MET ee te 8 964 158.67 
Interest, Accrued a6 31st December, 1927 25,590,676 62 


ae : $90,385,578 15 

; os Outstanding on Vessels Sold 90,000. 00 
vances by Canadian National ee 
counts Payable. . : : 
ances of Uncompleted “Voyages. . 
rve for Depreciation—Vessels. . 
[Insurance Reserve.. .. ee ee. 

) ue oy Loss eco Deh (Red Ink).. 


Contingent Liabilities—None ascertained.. .. 


of ae east Lael 


oopER: No oe that ies depreciation and everything. 


a NRY: There is included in ie 1927 copant $792 442. 
the item Pa 235, 706 representing the operating expenses, eee 


$ 1,396,653 02 
2,665,744 03 


$66,531,568 58 


$ 460,900 00 


$96,475,578 15 
565,760 57 
879,774 62 


-. 16,924,198 75 
2201242 83 
51,065,892 52 


. .$66,531,568 58 


Ben (St. Antoine): Is that $51,000,000 the total deficit since the com- 


r. Dunntne: It does not include capital loss on vessels sold which 
0) ed BY, the government. This $51,000,000 means all the other 
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Mr. Cooprr: | Yes. 
Hon. Mr. Stevens: Including interest to the government? 
Hon. Mr. Dunning: Yes, it includes that. 
Mr. Cooper: Yes, sir. 
‘Mr. Bett (St. Antoine): Since what year? 
Mr. Henry: Since the day the first boat was put into operation—1 
Sir Henry THornton: About nine years. 


Mr. Henny: The accumulative operating deficit is $9,599,000; the oe 
is depreciation and interest to December 31, 1927. The interest included ther 
is $25,590,000; depreciation $16,924,000. 

Mr. Bett (St. Antoine): When you say “Operating Deficit”— 

Mr. Henry: Before interest and depreciation. 

Mr. McLean (Melfort): That item of $16,000,000 for depreciation i 
merely a bookkeeping item? oe 

Mr. Henry: Yes.. : fe 

Sir Eucene Fiser: Are steps being taken to try and eliminate altogethe 
this deficit, as you are doing for the Canadian National? 


Sir Henry Tuornton: That is one of the things we are supposed to. be 
paid for and—with becoming modesty—we are making every conceivable eff 
to reduce the deficit and keep the Canadian Government Merchant Marine 
a sound basis. _ 


Hon. Mr. Dunntne: I thing, Sir Eugene, you mean to ask if the iowa 
ment is going to forgive them the interest. 


Sir Eugene Fiser: Exactly. oe 
Sir Henry THornton: I do not know. of 
Mr. Durr: I think it would be as well to reduce the ee to the actu 
value of the ships. I do not see the sense of charging interest on $62,000, 000. f 
Sir Henry THornton: It is entirely a paper transaction. ; 


Mr. Durr: Yes, but it does not do any good. We may as well face th 
thing and get it\over with, if we are going to operate. 


Mr. Cantiny: Have you had any appraisal made of the value of th 
tennage at the end of the year? 


Sir Henry THornton: The value of the fleet? Yes, we can tell you that 
We can give you an estimate of it if you like to have it. 
Hon. Mr. Cuapuin: Is not the amount of interest that is charged absolutels 
nothing more than a delusion? Why should it be kept on? : 
Sir Henry TuHorntTon: It is a delusion in the sense it is not paid. = 


Hon. Mr. Cuapiin: And it never will be paid. Why not get the ship: 
down to their real value, as Mr. Duff suggested? 


Mr. McLran (Melfort): It would not help us any to cancel that inde 2 
This is giving us a truer picture. 


Mr. CantLey: But we are treating as an asset the Die of the ships t 
Sir Henry THornToN: It is about $50 a ton. 
Mr. Durr: $15,600,000 are round figures. ~ 
Sir Henry TuHornton: That is right. 
Mr. Bett (St. Antoine): In your annual report you say, “ Resume 
normal trading is looked for early in 1928, but the situation is not free fron 


anxiety or difficulty ”. ”. May I ask this general question: What makes 
think that the Canadian Government Merchant Marine will be a success 


+ of Australia or the United States, with their experiences regard- 


feeder for the Canadian National Railways‘ 
Sir Henry Tuornron: That involves answers to several questions. In 


- 


rst place, with respect to normal trading we anticipate that certain com- 


nunerative rates last year. ‘hat we can tell you more about later. As 
is the Government Merchant Marine is concerned, in its service to the 


re particularly on the Pacific coast, which have been of considerable benefit to 
Be rdmaduce in Canada. It is a certain assurance against combinations 
extortionate rates from private companies; it is a system which is con- 
ntly exploring and investigating new trade routes for the purpose of encour- 
g-Canadian trade abroad. If I were asked to-day, should we as a nation 
bark upon the construction of a merchant marine fleet, I. would say: “No, 
“unwise to do it.” But we have this fleet; it has been constructed at con- 
rable expense, and we are using it as an instrument to promote Canadian 
de, and I think it has fulfilled a distinctly useful purpose in that direction. 


Mr. Beri: Would you say more so than the Australian Merchant Marine 
for Australia? - 


Sir Henry Tuornton: I would say so. I should think so unquestionably. 
ar as the experiment of the United States is concerned, that is not quite on 
yurs with our position in Canada.- To begin with, the United States 
rked upon a very ambitious merchant marine proposition, which, of course, 
the out-growth of the war. It came into severe competition with power- 
and long-established ocean interests. Because of its very size, it was diffi- 
to operate economically, and difficult to give all of its operations that close 
iny which is necessary. Our position here is relatively different. We have 
aller fleet; we are able to give that fleet a more intensive. administration, 
I think, if the shippers on the Pacific coast particularly were consulted, 
‘would say that the Government Marine had been very useful to them. 
Hon. Mr. Dunnine: The United States Government Marine was not 
ed up’ with the railways in any sense either. 

sad Henry TuHornton: No, they had no land transportation proposition 
olved. : : 

Mr. McLran (Melfort): I presume, Sir Henry, you are running your fleet 
the same as it would be run under private ownership, or by the owners 
long-established company? 


ir Henry THorntdn: If you mean by that, are we operating our fleet in 
dance with the best state of the art, I should say we are. 
-'Mr. McLxan: That is what I mean. 


‘Sir Henry Tuornton: I think our crews and our captains, and our 
hnique, if we may call it such, will compare favourably with those of any 
‘water transportation company. 

Vi McLean: Was the American Marine run in that fashion? 

Henry TuHornton: I do not know enough about it to express an 


‘Durr: Sir Henry, your freight and passenger rates are no lower than 
f any other company, are they? 
Henry THornton: Well, they are no lower than they have to be. You 
mber that water competition, or water transport is not subject to the’ 
s as land transport. It is a much more open proposition, and we have 
rate, whatever it may be, unless it is too outrageously low. 


a Liao ‘ / f 
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r merchant marine? Is not the Government Merchant Marine regarded _ 


tive features will disappear during this year which operated to produce ° 


inion of Caftada, it furnishes services to certain trades and certain traffies, . 
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Mr. Durr: You are not in the North Amoriean Conference yet. 
Sir Henry Tuornton: No, we are only listening at the key-hole. 
Mr. Cantury: Sir Henry, I asked a question which, as far as I “ca. 
has not been answered, and that is whether you have any independent vi 
of the vessels. I do not think we have that shown. 
Sir Henry THornton: Not of the entire fleet. __ 
Mr. Canriey: You have forty-six vessels with a tonnage of 31 
Deducting a reserve from the total valuation shows the book value of the ves é 
as about $145 a ton, which is practically four or five times what they a are 


Sir Henry ae That is right. 


Mr. WantTuBy: Would it not be an advantage? .- 
Sir Henry THornvron: I think it would be an advantage in this way; th 
we would be on a sound basis; And it would be certainly an incentive to # 
management, and an encouragement to those who are operating the property 
know that they were not up against a thoroughly hopeless proposition. = 
Mr. Cantey: Why not have it done? ; 
Sir Henry Tuornton:. That is for this Committee to recommend i 
wishes. : 
Hon. Mr. Stevens: There is one feature about it that is ia unfair 
the operating staff; that is to charge the interest, which you do each ye 
$62,000,000, when it is quite clear that it is an impossible task for them to ea 
such an interest above their operating expenses. 


Sir Henry THornToN: Quite so. 


Hon. Mr. Srevens: And that goes on accumulating year by year 
now it has reached $25,590,000. It is not a reasonable charge to make at 


Mr. Cantey: The same thing applies to depreciation. 


Hon. Mr. Stevens: Absolutely; I quite agree with what Colonel C 
says; that is to cut down the capital value of the ships to present-day valu 
for instance, if this were a private company, it oes have gone into liquid 
tion long ago. 

Sir Henry TuornTon: Oh, yes. ‘ 

Hon. Mr. DunniN@: It never would have been out of liquidation. 

Hon. Mr. Stevens: No, it would have gone into liquidation long age 
taken its loss. : 


~ Sir Henry THorRNTON: The assets would have been written down to ) son 
thing reasonable. ee 


Hon. Mr. Dunnine: The history of the Government Merchant M 
however, must not be forgotten. It came into existence as practically a 
ernment service. : a 

Hon. Mr. Stevens: Surely. 


Hon. Mr. Dunnine: It was not until the Canadian ‘National R Ly 
took it over that this question could arise at all. That is the State was opera 
the service directly, and the State naturally wanted to know, or at least I 
sume Parliament wanted to know, what the exact position was. The C: 
Government Merchant Marine is now really an operating compan 
State. The present picture enables the State to see exactly what that h 
the State. If you go writing it down, you do not change the relation p 
account. The State has invested that much money. 


We know that we have lost seventy-five per cent of 
ps in simply a world-wide reduction in values, entirely 
1 depreciation in operation. Just simply that the tonnage to-day is. 
h more than a given amount, nor is it likely to rise to amy extent; if 
it is likely to fall. : 


Hon. Mr. Dunnine: The tonnage never was worth what these ships cost 


> 


. Mr. Stavens: Possibly. Then, let us face that fact, and reduce that 

ost and then you will at least only charge up in interest about 25 per 

tt of what you are charging now. That is included, I suppose, in this closed 
ge. hie 

_ Sir Henry TuHornton: Is your thought to reduce the capital liability to 

thing commensurate with the earning capacity of the proposition? 

Hon. Mr. Stevens: Certainly. 

Hon. Mr. Dunnine: There is no interest charge included in the voyage 
ition at all. There is no interest charge against the operating account? 

x Henry THorNToN: Oh, no. . 


don. Mr. Dunninc: What really interests the staff of this institution is 
erating account, into which none of the capital items are charged; and 
hould be said also, Sir Henry, that the Minister of Finance is taking the 
e State is taking the loss as the vessels are turned in. That is to say, if 
s sold, if the lowest value, the note is cancelled, and the interest is can- 


> 


Sir Heyry THornton: That is true. 


‘Hon. Mr. Dunnine: The note and interest are cancelled as the vessel 
ses its active operation as a unit of the Merchant Marine, so that there has 
Nn a progressive wiping out of the capital. What is proposed now is a drastic 
ying out of it, and that I am afraid would simply confuse the picture in the 
of the country. So far as the staff and operating end of the Merchant 
ne is concerned, this country, I am sure, would be perfectly happy if they 
as an operating proposition, regardless of interest charges, and other items 
s that, come off even or better than even. 
t% Cantiey: Mr. Chairman, I do not think it would confuse the country 
all. I think it would clear the matter up. The Minister says the interest is 
harged against the operating expenses? 

¢ . Mr. Dunnine: That is right. 

Ir. CANTLEY: I understand the reverse is true, in regard to depreciation. 


Hon. Mr. Dunnine: No, there is no decreasing of capital in the operating 
fan 


Mir. Durr: What you might do is, in your statement of assets and liabili- 

to put in an item for depreciation. First, put the total book value, $64,000,- 

and then put an item making the net value the exact value of the ships. 

erhaps would satisfy everybody? At the present time, you are asked to 
00,000, and you have only about $10,000,000. 


ir McLean (Melfort): Are not the costs charged against the repairs? 

Sir Henry Tuornton: The up-keep is charged, yes. : 

€LEAN: That straightens out with the depreciation? 

Henry THORNTON: You will find that under Operating Expenses. 
aN: That takes the place of the actual value of the ships now in 
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Sir Henry THornton: No, there | iS a difference between 1 repai 
ciation. 
Mr. McLean: It is a general depreciation. - I notice the shige have, 
kept up to the mark, to justify the higher classification. 
Sir Henry Tuornton: That means the insurance classification. 
Hon. Mr. CHapuin: ‘There should be a depreciation equal to bringi 
down to the selling value, or the plain value of the ships. Now, that could t 
done without in any sense affecting the general statement. 
‘Hon. Mr. Dunnine: That is sound. As a matter of fact, that is alrea¢ 
done for insurance purposes. tt ‘ 
Sir Henry THorNTon: Yes. 
Hon. Mr. Cuariin: It-should be done in the regular \ acoaunl: 
Mr. Durr: That would be very simple. It would.mean only one item 
your asset. ’ 
Hon. Mr. Dunnine: It would not interfere with the general picture | at 
Hon. Mr. Cuapurn: It means that you are bringing it down to the : ac 
value, and that is the way it should be in my judgment. 
Mr. Cantiey: May I ask what the policy of the management, is in yee 
to the sale of vessels that it is absolutely impossible to make any money w 
You have a total of 46 vessels and twenty of them average under 5,000 t 
Those vessels gannot pay their way in the North Atlantic. It ig impossible. fe 
them to do it. A vessel of 10,000 may, but the others cannot. What is your 
policy in regard to getting rid of those vessels? 
Sir Henry THornton: I think I am safe in saying that Pana all 
fleet is to-day in service. oe 
Mr. Douerry: With the exception of two steamers. 
Sir Henry THornton: Yes. ‘To sell any of the present vessels would me 
one of two things: either it would have to be replaced with a new vessel, or 
service of some sort would have to be abandoned. 
Mr. Canriey: You have five of them laid up in Halifax, have you not? — 
. = 
Sir Henry THornton: No, we have all our vessels in service, except two. 
Mr. Cantey: But your report says, “ Except five laid up in Halifax.’ 
Sir Henry THornton: They may have been laid up temporarily. Probai ) 
they were laid up, temporarily. ~ 
Mr. Cantiey: When they were laid up, they could not make any money 
you. 
Sir Henry Tuornton: That may be, but the fact remains that the fleet 
day, substantially speaking, is employed in services. 
Mr. Cantiry: At a loss? : 
Sir Henry TuHornton: At a loss, yes. j oy 
Mr. CantLEY: These vessels I refer to are only operated at a loss. qT 
a statement I make without any fear of contradiction. 
Sir Henry THornton: That may be true of the whole fleet, but let me aga 
say that the fleet is to-day employed in services. Now, if any. vessels are so 
one of two things must necessarily happen: either a service i is withdrawn 
new vessel must be built to replace a vessel that has been sold. 
Mr. Cantey: What is the object of keeping up a service that does not ) 
Sir Henry Tuornton: If this Committee should pass a resolution: 
Mr. Cantiey: Why keep on a vessel that cannot pay? 
Sir Henry THornton: If you want to abandon the Canadian Gov 
Merchant Marine, it is within the province of this Committee to say 
all depends on what you want to do with this experiment yeu have g0 
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. Stewart (Leeds): If some of these services were discontinued would 

emand arise for similar services, with subsidies from the Government? 

ir Henry THornton: Unquestionably, that is probably what would 

pen, and as we say, we saved about $160,000 in subsidies last year. 

Mr. Durr: Did you put any steamers on new services this year, or last 

* 7 : 

ia ir Henry Tuornton: I do not’think we did. There were no new services, 
e there, Mr. Doherty? 

Mr. Donerry: Just the temporary service we had on in the West Indies. 

_ Sir Henry Tuornton: Nothing but the temporary service between Hali- 
and, the West Indies. 

_ Mr. Durr: You did have a service to the West Indies, but did you put on 

new service to Porto Rico? 

__ Mr. Douerty: We had two serviceg within the last two months. We were 

asked by shippers in Nova Scotia to give them a frequent connection with 
orto Rico. We made these two sailings principally for experimental purposes. 

‘to the moment, they seem to be showing reasonably good results. 

Mr. Durr: I would not think so. They cannot. That is a trade I am in 
self. I carry the goods a dollar a cask less than you do, and I say you are 
losing a lot of money, and you have no business to interfere with private enter- 
rise. | 
f Mr. Donerty: We are meeting .the requests of the shippers of Nova 
cotia. 
Mr. Durr: They could ship by New York or by private vessel to Porto 
ico. 

Mr. Donerty: They prefer this as against shipping by New York, where 
hey must tranship. 

_ Mr. Durr: That may be right. I am not objecting to the present condi- 
m where we have got those ships and must do something with them, but I do 
ot think it is right for you to enter into new services and interfere with private 
mterprise, especially when you have to carry the goods at a higher rate or 
ke the private interest come down to your rate. I say that is not fair. 

Sir Eugene Fiser: What kind of cargo do you carry? 

Mr. Durr: Salt. 

Sir Henry Tyornton: That has a useful result. 

Mr. Bett (St. Antoine): Regarding the use of these vessels in the West 
ndies trade from Canada; how many new vessels are being built? 


Sir Henry TuHornton: Five. 


Sir Henry THornton: No, that is all in a company known as the Canada- 
Jest Indies Company. 


Hon. Mr. Dunntne: Incorporated at the last session of Parliament. 


\Mr. Betz: Will we be able to tell when the next report comes out what it 
costing us in the Canadian-West Indies trade? 


Sir Henry THornton: You will know about it. 
Mr. Betz: Or will that be consolidated with the other services? 


ice is doing from the point of view of revenue, expenses, and anything else 
that you want to ask us about it. 
Mr. Berti: Will that be the same regarding Australia? 


. 


oe ae 
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Sir Henry Tonka! We can tell you anything about any an th 
ferent voyages and services which we have to-day. ie 
Mr. Bett: We can get that information? : 
Sir Henry THorNTON: | We have got it. We propose to give it to you 
Mr. Betx: It is not here? bet i 
Sir Henry THornton: No, of course, it is not here. That is the Very _ 
thing I have been telling you about. | ae” 
Mr. Beuu: We have to ask for it? 
Sir Henry THornton: No, no. Later on we will be able to show you 
what each service does; the number of voyages; the revenue; the expenses, _ 
and everything in connection with it, but I would prefer to sive that to this _ 
Committee in camera. / ho 
Mr Bria? 1 am sorry. Yee 
ee EucEenb Fispr: Is each ship’ incorporated as a separate company by os 
itse 
Sir Henry THorntTon: It is incorporated as a separate company, but the be 
figures we have given you represent the operation of the fleet as a whole. 
Hon. Mr. Dunntne: There is one. interesting question that Mr. Duff 
brought up. Did I understand him to say you were able to get a dollar a ton 
more than he was getfing? I think you should be commended for that. 
Mr. Durr: Perhaps I did not fully explain it. Mr. Doherty-stated that 
this service was asked for by sqgme Halifax shippers. These shippers some- 
times have small lots shipped via New York. The rate via New York is a little — 
more than the Canadian Government Merchant Marine are getting. That is 7 
the reason they are anxious to have it go by the Canadian Government Mer-_— 
chant Marine, but you know how much ‘these boats lose, and they could get, it” 
very much cheaper if they would ship larger lots in small schooners. 
Hon. Mr. CHapiin: They would pay more for the steamer service, natur- 
ally, then they would for the sailing service. - 
Hon. Mr. Dunyine: And getting merely a sailing service? 
Mesum: Yes? 
Sir Henry THornton: It all depends on the wind. 
Mr. Durr: Your boats do not steam unless there is a draught, and then — 
they are pretty slow at that. A 
Hon. Mr. Stevens: Might I ask Sir Henry an explanation of why the ser 
vice is taken off from Vancouver to Bristol? A 
Sir Henry THornton: It was conducted at ae a, terrible loss that i 
thought we could not. stand it any further.. It was an awful proposition. 
Hon. Mr. Srevgns: You used to pick up any barley cargoes from th 
Pacific coast? ; ee 
Sir Henry TuHornton: Barley cargoes? I do not know that we did. 


Mr. Douerty: Not latterly, Mr. Stevens. I think on a few occasions, 
when first operating, we did. ia 
Hon. Mr. Stevens: I suppose that is a question that should be left ove! 
Sir Henry THornton: We thought long and hard about that, Mr. Stevens, | 
and finally concluded that it was such a hopeless proposition ‘that we had 
better take the. vessels off. And also, representations were made at that ttm 


and it brought out the fact that there were nr private services that co 
fill the transportation requirements. 


| Mr. McLean (Melfort): If you had been en if there were not st m 


ship services, and you were anxious to establish one, along these lines, 
you be in favour of it? 
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INRY THorNToN: I do not think having in view the demands for 
enditure of money in other directions that it would be a wise thing to 
k upon an extensive Government. Merchant Marine service. to-day, 
ing that we had nothing at all. 


Mr. McLzan: Quite so. I agree with you, but I want to base a question 
hat.- Now that we have this service, and have the organization and experi- 
and know just what it is doing for us, and what it is costing us—you can 
line to answer this if you wish—do you see anything to prevent developing 
e service ultimately, at a reasonable rate of speed, into a service compar- 
» in results with the Canadian Pacific Steamship service? 
'_ Sir Henry Tuornron: It is going to be probably a long and up-hill 
ht, but as the Dominion increases in its commerce, and in its production, I 
nk it is by no means a hopeless proposition. 
’Mr. McLean: Quite so. You see no reason why the Dominion of Can- 
a cannot control a reasonable percentage of its own shipping in that way? 


‘Sir Henry Tuornron: As long as we have got what we have, I think we 
hould continue to do the best we can with it, and I do not regard it ag ulti- 
ay ‘a hopeless thing. In fact, I am not so sure to-day, notwithstanding the 
de cit, I am not so sure to-day but what the expense of the Canadian Govern’ 
ment Merchant Marine is contributing materially to the trade of Canada. 

- Mr. McLean: Quite so. You will have to face, as it says here on page 
: after a review of last year’s conditions that the full force of such competi- 
m has not yet developed. I take it that that means that you will have to 
Kk forward to a better service, an increased and more up-to-date service in 
ze and speed. | 

_ Sir Henry THornton: Certainly, if we are to hold our place. 

Mr. Cantury: The worst-is yet to come, that is what that means. 


Sir Henry THornton: No,-I should not say that, Colonel. I do not 
know whether we should take so pessimistic a view of it. Undoubtedly, one 
f the disadvantages under which the Canadian National suffers as compared 
ith the Canadian Pacific Railway, is the absence of strong ocean instrument. 
We suffer from that, week by week, and year by year; it is something we 
cannot help. We have to do the best we can with it, and we have to mect 
that with close co-operation with outside steamship companies. 


_Mr. Cantury: But, Sir Henry, at the top‘of page 6 you say “ Our steam- 


ic 


Y in competing with other tonnage operating and under construction.” 
That is all quite true? 
Sir Henry THornton: Quite true. 

Mr. Cantiey: I think I am justified in saying “ the worst is yet to come,” 
and is not that what you do say? Vee 
Hon. Mr. Dunnine: That is qualified by service with other lines between 
anada, the United Kingdom and the Continent. That is, one particular area 

erred to. ' ( 

Mr. Cantiny: It is the greatest area you have, and-that applies equally 
) other areas, there is no question about that. I see on page 9 you have, 
B: ance outstanding on vessels sold, $90,000.” How long has that been out- 


y 


Sir Henry THORNTON: Can you give the details of that, Mr. Cooper? 
Mr. Coorrr: Do you mean the $90,000 due in October of 1929? 
Mir. Cantey: How long has it been outstanding? 


on account of their size, speed and equipment, are placed at a.great dis- - 


pra 
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Sir Henry Tuornton: It is part of the gusniaes under which 
particular vessel was sold? 


Mr. Cooprr: - Yes. ’ 4 
Mr. Cantiry:) It is a pretty long credit. What about the balance? 


Mr. Cooper: Thirty-six thousand dollars was due in March, 1928, and 
was paid. ‘Thirty-six thousand dollars is due in August of 1928. 
Mr. Cantuey: Was that three years ago? 
Mr. Cooprr: ‘These boats were sold about three years ago, yes. 
Mr. Mine: How many ships have you sold all together?? 
Sir Henry THornton: That was gone into pretty carefully, as I recal 
last year. The figures were furnished in.respect to the tonnage.. Perhaps yo 
will answer the question, Mr. Doherty, and say how many vessels have been sold 
Mr. Donerty: Eighteen vessels. a a 
Mr. Durr: I thought the total fleet was sixty-three. Anes 
Mr. Douenrty: Sixty-six originally; we have forty-six now operating, oft 
eighteen sold, that is sixty-four. Two were lost. ae 
Mr. Jevurr: In regard to the proposal of Colonel Cantley to discontinu 
those boalts of five thousand tons, is there not an indirect advantage accruing 
to your railway to warrant the retention of those services? 
Sir Henry THornton: I would not advocate that. I might answer you 
question in this way: We,would not advocate the sale of these vessels if 
meant the abandonment of the service that they are in. | 
Mr. Cantiey: No matter what the loss? 
Sir Henry THornton: Under the present conditions, the present laws. 
Mr. Cantiry: I venture to say these vessels are losing more money the 
the total trade you are bringing. ' 
Sir Henry THorNToN: That can hoaele checked, Colonel. a see 
this with respect to this whole Canadian Merchant Marine service: the railw 
inherited this service; it was given to us. We are doing the best we can wil 
those services under the circumstances that surround them. In some resp 
which I have already stated, I think they are a useful implement to Canadia 
manufacturers and traders; but if Parliament in its wisdom would wish 
abandon that service, well, that is up to Parliament. We can only do Unies 
we can with what we have been given to work with. 
: Mr. Cantiry: But will not Parliament naturally be influenced largely 
what this Committee recommends? na 
Sir Henry THornton: If I may be so presumptuous, I should say. th 
Parliament would listen attentively to any suggestion that. this Committee mig 
make. What Parliament would do, I cannot predict. 
Hon. Mr. Stevens: Are some of these less than 5,000- = vessels 
in the Pacific coastwise trade? 
Mr. Douerty: We have four steamers operating from Vancouver nite 
fornian ports. | 
Hon. Mr. Srevens: How is that service? 
Mr. Douerty: It has done reasonably well up to the present cane 
Mr. Bewu (St. Antoine): Sir“Henry, I notice that you have redu 
number from sixty-six to some forty-six. You spoke about the wisd« 
Parliament, but is it not really that Parliament should listen to the man 
ment of the Canadian National Railways, who are operating these “vessel 
to what they should do with the future of the Canadian Government feo om 
Marine? That is why I think this Committee should try to ascertain ym ye 
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” ; 5 
is your ultimate idea to reduce the number of boats and eventually 
d of the Merchant Marine; and furthermore, is Parliament interfering with 
trade agreements such as with the West Indies, whereby we undertake 
dd to the Merchant Marine when perhaps it is not wise to do so? 
ir Henry THorNTON: No. 
Hon. Mr. Dunning: The facts of your statement there are wrong. We 
t so undertake. My point is that the statement regarding the West Indies 
aty is not correct, Mr. Bell, that we undertake to add to the Merchant 
arine. We did undertake to see to it that a steamship service was provided, 
we called for tenders for subsidies in the usual way, and it was not until 
‘an examination had been made of what that subsidy meant to this country, and 
) the West Indies, that it was decided by Parliament that it would be better 
business to own the boats ourselves. There was a full-fledged debate in Parlia- 
t on that point. The West Indies Treaty. did not involve capital investment 
ships on our part unless we chose to so handle the matter. The subsidy 
hod was the method contemplated by the treaty originally. 
_ Mr. Bex: We are building up the Merchant Marine then, are we not? 
_ Sir Henry Tuornton: If I may answer the question in this way: the 
anada-West Indies Treaty was passed. That having been done, then I think 
at was done subsequently was wise. J am not discussing the wisdom of 
Treaty,’ but the Treaty carried with it a certain obligation, and the way 
which that obligation was fulfilled was a wise method of doing it. 
Mr. Brit: Then I return, sir, to what you have said, that that was the 
isdom of Parliament. I think possibly the shoe was on the other foot. It should 
the wisdom of the transportation advising Parliament. 


Sir Henry Tuornvon: No; perhaps I did not make myself clear. As far 
s the officers of the Canadian Government Merchant Marine are concerned, they 
rt with the fact that a trade treaty has been passed which involves certain 
ater services. Now, that is fixed, and cannot be gotten away from. It is done 
Parliament. Then, the Government asks me, “ What do you recommend in 
w of the fact that that reaty has been passed? ” Well, my recommendation 
s that, we should build and operate the boats ourselves, and I think that is the 
12 to do. In a sense it may add to the Government Merchant Marine service, 
cannot help that. 

Mr. McLean: Do you consider that the building of these new vessels for 
he West Indies’ service will enable you to get rid of some of the older and less 
uitable boats you have now? 
Sir Henry THornton:- No. 
Mr. McLean: None at all? 
Sir Henry THorNton: No. 
Mr. McLean: What will you do with those you took off the route? 

r Henry THORNTON: The total Canada-West Indies’ services involved the 
ction of five new boats, and the reconditioning of two others, did it not? 


. Donerty: That is right, sir. 
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Sir Henry THornton: Of two others. Now, that is a unit, 
apart by itself, but it will not enable us to: take off any service. - ~ 


Mr. McLean: I see. It is a new service? 
Sir Henry THornToN: That is right. 
Mr. Cantiry: There are two vessels, the Fisher and Forester; you are © gC 
to take them off that service, when the new go on? 
Sir Henry THorNtToN: What vessels were we going*to recondition? 
Mr. Douerty: It will be the Fisher or Forester or two other steamers t 
will be reconditioned. In putting on these three new steamers to the eas 
Bree, that is to anes ara, we will automatically release the two ees that 


We ail do with ae at the ees femme to be waged: 
Mr. Cantiey: You are going to displace four of your existing boats? 
Sir Henry THornton: Not yet. I do not know. 


Mr. Durr: Under the treaty, have you not to eall at Jamaica and 
places in the western group? aw, 


Sir Henry THornton: It will be a subsidiary service. 
Mr. CantLEy: Turning to page 6, and referring to losses. You say 


were not serious losses except on two different occasions. May I ask what 
vessel was? 


Sir Henry THornton: Will you give that information, Mr. Doherty? — 


Mr. Douwerty: The Canadian Raider in one instance was in collision 2 
London, in the River Thames. 


; Mr. Cantey: She is now in Hudson bay? 
Hon. Mr. Dunntne@: Oh, no, Port Burwell. 
Mr. Douerty: That is right, at Port Burwell. 
Mr. Durr: That is in Hudson bay. 


Hon. Mr. Dunnine: I wish the members of this Committee would lear 


some of the geography of Hudson bay. Port Baya is only about fifteen. hu 
dred miles away from it. 


Mr. Durr: It is in the most important part of it, the Straits. 

Hon. Mr. DunNING (Referring to map): Port Burwell is on the 
Atlantic. It is not even on the Hudson straits. It is off the eastern ent: 
to Hudson straits; on Ungava bay. It is on the way to Hudson bay. | 

Mr. Cantey: She is now in what condition? 

Mr. Dourrry: She was on the ground. 

Hon. Mr. Stevens: Is she a total loss? 

Mr. Douerty: We do not expect she will be, but that will feeds 0 
report we get. 

Mr. Cantey: You would hope she was not a total loss? 

Hon. Mr. STEVENS; How was she wrecked? 

Mr. Douerty: She was blown away from her anchorage and lena asho 
and it was because of that accident she had to winter at Port Burwell. 


Hon. Mr. Dunnine: There is a full report of that that Mr. Carter tab 
the other day respecting th Hudson’s Straits work. She dragged her an 
and drifted ashore, and sprung a plate and got water in her hold, and it 


1 


considered wise to leave her there for the winter. That is as I understand 
Hon. pr Stevens: What time of the year was that? 
Hon. Mr. Dunnine:. It was late. \ 


ie 
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a z U . . . . . 
Mr. Donerty: Yes, we had a collision in the fall there; that is not included 
der the heading that we call “ serious accidents”. 


Henry THorNToN: Do you want to go ahead? 
rt. Henry: Operating revenues, vessels, close voyages, 1927, $10,234,560, 


compared with $10,955,365.26. Total $10,223,964 as compared with 

089,437. 

‘Hon. Mr. Dunning: I think we went over that. 

‘Sir Henry THornton: Then I do not think there is anything else / now, 
S you want to consider, as you did last year, each individual service. We 

e given you practically all of the figures with respeat to the general figures 

ing to the operation of the Canadian Government Merchant Marine. I 

‘ there is nothing left now but to consider, if you wish, each individual ser- 

yf , 

Mr. Durr: These accounts show, due by agents, about $600,000. Is that 
ts that were prepaid? ; \ 

Mr. Cooprr: Would you repeat that, please? 

r. Durr: Is that freights to be collected at destination and not yet 

tted by the agents? 

Mr. Coorrr: The amount due by agents is the amount outstanding collect- 
r our agents, and not remitted. l 

Mr. Durr: I beg your pardon? 


r. Cooper: It is the balance due by agents of December ob to2e it 
ents the balance carried by our agencies, not collected, and therefore not 


ed. it \ 
Mr. Durr: Freights which were not prepaid? 
Mr. Coorrr: It may be prepaid too. 
: Mr. Durr: But not in your hands? 
r. Cooprr: No. 
r Henry THornton: That will eventually come into our hands. 
t. Durr: Are all your freights prepaid or do they pay at destination? 
r. Cooper: Both ways; more or less prepaid. 
r. Durr: Do you insure your freights? 
Mr. Douerty: No, we do not. 
‘Mr. Cooper: We insure against damage to freight. 
r, Douerty: Do you niean, Mr. Duff, whether we cover the collected 
harges? 
Durr: Yes, the collect freight charges. 
Douerty: No, we do not. 


Hon. Mr. Duke It is entirely up to the ‘Conmntier | 
that if'we are examining the details of this company’s business, whieh 
be of great interest to its competitors, we should sit privately ; but 
Committee does not desire to investigate the individual vessels! and se 
that is the only question in which private information is Eve It is he 
the Committe wants it. 

Mr. Beuu: I have certain questions to ask regarding the ‘Austen Ss 
and regarding rates. Unfortunately, I was out of the room when the sugges < 
was made that this be taken up in camera. 

Sir Henry THornToN: The point is that if we reveal some service | 
which is profitable, we will at once direct competition to that service. 

Mr. Durr: Sir Henry, do you not think your competitors know wh 
your service is profitable or not? 

Sir Henry THornton: I do not think so. 

The Cuatrman: Mr. Bell, you had some questions you wished to ae 
think those questions should be put in camera. ’ 

Mr. Beuu: Very good, Mr. Chairman. 

The CuHatrman: Then I ask the reporters and any one else prea 
a Member of Parliament, or any one not an official of the Canadiaa Natio 


or the Canadian Government Merchant Marine, to please retire. ies 


‘The Committee went into camera. 


The Committee adjourned. 
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_ MINUTES OF PROCEEDINGS 


~ Room 429, House or Commons, 
Wepnespay, April 25, 1928. 


2 Select Standing Committee on Railways and Shipping, owned, oper- 
ed and controlled by the Government, met*for business at 11 o’clock a.m. this 
7, Mr. Goodison, the Chairman, presiding. 


‘The following Members of the Committee were present :— 


 Messiewrs: Beli (St. Antoine), Cantley, Stewart (Leeds), Dunning (Hon. 
A.), Fiset (Sir E.), Goodison, Harris, Jelliff, Jenkins, McLean (Melfort) 
_and Power—12. 


) 


In attendance: Sir Henry Thornton, president, Mr. Hungerford, Mr. Robb, 
Bell, vice-presidents; Mr. R. A. C. Henry, Mr. Cooper, Mr. Doherty, 
numerous otter officials of the C. N. Railways and Canadian Government 


Merchant Marine. 


_ The chairman called the meeting to order and stated that all the members | 
the Committee present had a copy of the Estimates in their hands, and if 
reeable they would turn to page 8, at the item of $39,000,000. 


_ Sir Henry Thornton proceeded to give the details in connection with this 
m, assisted by Mr. Henry. Considerable discussion followed. 


ae euy Thornton filed statement of the Financial and Capital Require- 
or the nine months ending December 31, 1927, and the calendar year 
1928, to be placed in the record. 

General discussion on the hotel situation, with special reference to Halifax 
ancouver. Statement under caption “Halifax Hotel” was re-read by Mr. 
, for the information of a member of the Committee who had not been 
t at a previous meeting of the Committee when that matter had been 
mer 

me discussion respecting the terminal situation in Quebec City, and 
entions of the Canadian National Railways in that connection. 


ir Henry Thornton filed statement respecting Wooden Cars, in response 


question previously asked by Col. Cantley; same to be incorporated in 


p 


ecord. 


On motion of Sir Eugene Fiset the Annual Report of the Canadian National 
iy System for the year ended December 31, 1927, and the Estimates for 
-29; were adopted. Be 


Some discussion arose as to the Committee’s report to the House. After 
Aa / 


meeting, for consideratlagl before presentation to the House. > ; 
Agreed to. 


After discussion it was decided by the Committee that the ee m 
would be held on Tuesday, May 1, at 11 o’clock a.m, in Room 429, with » 
ee eae that Sir Henry Thornton and certain of his officials wol 
be present. Dae 


Sir Henry Thernton expressed the thanks of .his officers ate ‘fine l 
the Committee for the sympathetic consideration they had given the re 
and the facts presented to them; and also for the many helpful suggestion 
‘ the Committee; that it had become a pleasure to come before them each 

and discuss the affairs of the railway. 


i 2 The Cocmiice adjourned. 
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MINUTES OF EVIDENCE 


CommitTTEE Room 429, 
House or Commons, 
Wepnespay, April 25, 1928. 


oo The Select Standing Committee on Railways and Shipping met at 11 o'clock, 
a:m, the Chairman, Mr. W. T. Goodison, presiding. 


_ The Cuarrmawn: If you will come to order we will start on the Estimates. 
You all have a copy of the Estimates, and if you will turn to page 3 you will see 
here the item of $39,000,000. 


Guaranteed Stock, $2,433,000; Sinking Fund Payments, $1,000,000 ; Equipment 
_ Principal Payments, $7,841,000; Retirements and Capital Obligations, $781,000; 
which makes a total of Financial Requirements of $53,740,000; less, Resources, 
excluding Eastern Lines, $41,815,000; Deficit, Eastern Lines, excluding interest 
on Halifax and Southwestern Railway First Mortgage Bonds, $155,645. That 
Item represents $6,193,000; and adding the $41,800,000 and the $6,193,000, there 
is a total deduction of $35,622,000, which leaves a net financial requirement of 
8,118,000. To this there is to be added General Additions and Betterments, 
5,685,000; New Equipment Series K, $1,000,000; Discount on Securities Issued, 
45,000; totalling, $45,348,000. Less Financial Requirements for Eastern Lines, 
to be provided for in the Estimates of the Department of Railways and Canals, 
follows:—Deficit in Net Income due to the operation of the Maritime Freight 
Rate Act, 1927, $1,930,000; Deficit in net income due to causes other than the 
operation of the Maritime Freight Rate Act, 1927, $4,118,000. The last two 
ems represent a total of $6,348,000, which leaves a final total of $39,000,000. 
he Jeviirr: Could you give us an idea of what the $25,000,000 required 
betterments covers? : 
Hon. Mr. Dunnina: Would it not be better to take each one of these items 
s order, Mr. Jelliff? I would just suggest that Mr. Henry give a brief explana- 
tion of each of the items read by Sir Henry Thornton. Many of them have 
been gone over before, but it is just as well to recapitulate each year and see 
we are. 
Mr. Henry: The first item is Interest on Funded Debt. For comparative 
rposes, you will find the Interest on Funded Debt on page 15 of the report, 
erest on Funded Debt, $40,448,274, Item 546. 
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Hon. Mr. Dunnine: Explain how that arises, Mr. Henry. 
Mr. Henry: That consists of the following items:—4 per cent Grand 
Pacific, Lake Superior Branch, First Mortgage Bonds. Mas 
Hon. Mr. Dunning: Guaranteed by the Dominion? Spe ee 
Mr. Henry: Guaranteed by the Grand Trunk Railway Company of C 
4 per cent Grand Trunk Pacific, Prairie Section, A Bonds, and Prairie 8 
B Bonds. Those are the amounts due on April Ist and October Ist, 1928, 
they total $1,108,000. i 
Hon. Mr. Dunnine: Which bonds are those? : ae 
Mr. Henry: Those were the bonds which the Grand Trunk Railway Cor 
pany of Canada, under the 1903 agreement, were obligated to guarantee, 
second mortgage bonds; the Government guaranteed the first mortgage bonds. — 
Hon. Mr. Dunnine: And, on our becoming the owners of the old 1 
Trunk, we inherited their guaranteed obligations? ae 
Mr. Henry: The third item, amounting to $2,433,333, represents the gu 
antee on what was known as the Grand Trunk Guaranteed stock. — Zi 
Hon. Mr. Dunnine: That is the old Grand Trunk? 
Mr. Henry: The old Grand Trunk Guaranteed Stock, under the arb 
tion arrangement. fy 
Mr. Harrts: What item would that be in last year’s business? 
Sir Henry Tuornton: You dealt with that at this time last year 
last year. That appears again this year, to be dealt with for this year. It 
an annually recurrent item. _ } i 
Mr® Harris: Where is it reflected in last year’s statement? pes” 
Sir Henry Tuornton: If I remember rightly, we had the same discussio 
last year with respect to all of these recurrent items. In fact, they have be 
coming up year after year. : 
Mr. Henry: It is the 5th item on page 26 of the Annual Report, Mr 
Harris. a 
Hon. Mr. Dunninea: 4.per cent Perpetual Guaranteed Stock. The 
item of Interest. 55 ae 
Sir Henry Tuornron: Does that answer your question, Mr. Harris? 
Mr. Harris: Yes. ai 
Mr. Henry: The next item is Sinking Fund, $1,012,425: 
Hon. Mr. Dunntna: These Sinking Fund payments relate to specifi 
issues ? ' fale 
Mr. Henry: Yes. 
Hon. Mr. DunniNG: There is no need to detail them, except to m 
clear that there is no sinking fund in connection with every bond issue, bt 
‘in respect to certain of them that are still running, of the old co 
obligations. ee 
Mr. Henry: They are Canadian Northern Guaranteed De 
National Transcontinental Branch Lines, and several other issues witl 
* fund provisions. The next item is Equipment, Principal Payments, $ 
The Equipment Series G, H and J; the Canadian National Equipme 
F; the old Grand Trunk Railway Company of Canada; Equipment on t 
Trunk Western Lines; Grand Trunk New England Lines, a small e 
issue there; and Equipment Series A, B, C, D and E, Canadian North 
way System. The next item is $780,000, Retirements, Capital | 
This represents the amount required to retire Grand Trunk Junction bo 
Hon. Mr. Dunning: There are some other items too? 
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I do not understand what he is talking about. 

RY THORNTON: We are dealing with the items entitled Retirements, 

igations, and Mr. Henry is trying to give you the details of that 

1,000, and he got so far as to say that part of it was due to the 

d retirement of the Grand Trunk Junction Railways bonds. 

They appear on Page 27, near the bottom. 

ARRIS: Just read the item. § 

n. Mr. Dunnine: 5 per cent Mortgage Bonds, Grand Trunk Junction. 
Henry: Due January 1, 1934. 


Evcene Fiser; It is hard foe the members of this Committee, not having 
us the written explanations, as read by Mr. Henry, to follow these 
: \ 


‘Sir Henry -<THorNTON: All of these items are in the Annual Report it- 


Mr. Jeviuirr: The amount of those bonds in that item is $918,960. 
Henry: Some of them have been retired already. They represent a 
‘mortgage upon what is known as the Grand Trunk Junction Railway, which 
ends from 49th Street to Elsdon Street, Chicago. The purpose of retiring 
se bonds is to permit the discharge of the mortgage on certain properties sold 
ago to the Santa Fe, and in connection with which the Canadian National 
ys will receive $1,300, 000. That discharge cannot be given until these 
re paid off;so the purpose of discharging this mortgage is to permit that 
ction to be completed. The total of the items just mentioned is 
3,740,179. As against that, there are certain resources excluding the Eastern 
| These resources are estimated at $41,814,919, and they represent the 
na d difference between the revenues and expens nsés for the coming year. 
e Sauces, $6,192,000 represents the estimated resources of the Eastern 
air. Dunnine: Not the resources of the Eastern Lines, but the 
s receivable from the Dominion Government with respect to the Eastern 


That is right. Making the net resources for the system, 


Jer: That item of $6,192,000 is not included in the $41,000,000? 
Ir. Henry: That is not included in the $41,000,000? 
Then, your resources would be, $48,000,000? 


Henry: No, one is a credit and the other is a debit. This leaves 

financial requirements at $18,118,000. The next item is General 

; and Betterments, amounting to $25, 685,385, which is the net figure. 

: as is $28,983, ‘238, and the credit, due to Equipment Retirements, 
3 


NRY THORNTON: This is the point that you raised, Mr. Jelliff? 
We have this under two different Patcstians. the first is 


And the figure for last ce 

NR} bay year it was $14,780,566. 

Harris: Where is that shown in your statement? 

Henry: That is shown in last year’s budget. That, of course, repre- 
nine months’ figure. — i 

Y y THORNTON: I will file the statement which is the Financial 
Requirements for the Nine Months ending December 31, 1927, and 
tial 1928. 
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FINANCIAL AND CaprraL REQUIREMENTS FOR THE NrnE MonTHS ENDING DECEMBER 31, 192’ 
AND THE CALENDAR YEAR 1928 : 


Budget 9 Months Budget 
=== t ending Calendar 
- Dec. 31, 1927 Year 1928 
i $ Nets: ; $ cts. 
Interest on Funded and Other Debt....| 27,465,489 96 40,564,010 29} 13,098,520 
G.T.P. Guaranteed Interest............ 554,040 00 1,108,080 00 554 
Dividend on G.T.R. 4% Guaranteed 
Stocked ate Saree een ante 2,433 333 33 / 2,433,833 338). 0.. 28 
Siiking Hung aymentss. 2 oases es ee 827,718 39 1,012,425 88 184,707 49 
Equipment Principal Payments......... 6,244,000 00 7,841,400 00 1,597,400 00 
Retirement of Capital Obligations. . 20,000 00 780,929 72 760,929 72 
37,544,581 68 53,740,179 22} 16,195,597 
MessuREsourcess siecle oc eee 34,529,000 00 
Resources except Eastern Lines.........}.......:..+----- 41,814,919 22 | : 
Deficit Eastern Lines except interest Ss 
Halifax & South Western bonds....|.°.............- 6,192,999 50]) 35,621,919 72 1,092,919 72 
Net Financial Requirements............ 3,015,581 68 18,118,259 50} 15,102,677 82 
General Additions and Betterments.... 17,834,418 32 25,685,385 00 7,850,966 68 
New Equipment, Series Keo eae ~~ 1,000,000 00 1,000,000 00 
Discount on securities to be issued. . 1,650,000 00 545,000 00 1,105,000 0 
22,500,000 00 45,348,644 50] 22,848,644 50 
Less financial requirements for Eastern : 
Lines to be provided for in Esti- 
mates of Department of Railways a 
ands Canal ses 227 aN oa tee 6,348,644 50| 6,348,644 50 
otal tes Sans caer ee ee era 22,500,000 00 39,000,000 00} 16,500,000 00 


Hon. Mr. Dunnrne: That gives the details of the item sel for Db 
Mr. Jelliff? ; 


Mr. Henry: The second item under this classification is Co-ordination. 
This represents the work done at the junction of two railways, such as th 
Canadian Northern and the Grand Trunk Pacific—$84,500. The third Be is 
Hotel Department, $3,652,758. 


Mr. Brix (St. Antoine) :. Is that your estimate of the hats! 


Mr. Henry: This is the estimated capital expenditure which 7 be 
required for the coming year, in connection with hotels. 

Mr. Beit (St. Antoine): I believe Sir Henry ~was going to give us. a 
statement regarding the hotel situation at Halifax. a 

Sir Henry THornton: On page 11 of the Annual Report, under 4h 2 
caption “Halifax Hotel” will be found a statement that represents the position — 
of the Company with respect to the Halifax Hotel. I assume that this h 
been read and it need not be read now. It represents the statement. that 
would make, and to that ‘I do not know that there is anything I can add. I will 
be glad to answer any questions that may be asked. a 


Mr. Betu (St. Antoine): I regret that I have not read this statement. 

Sir Henry TuHornton: It might clarify the situation if that statemen 

were read, and I will ask Mr. Henry to read it. 
Mr. Henry: © (Reads): 

In 1926 a plan, which had been privately promoted for the eelen n 

of a madern hotel at Halifax, was presented to the Board of Directo 


for consideration. The plan was found to be unsatisfactory in its metho 
of finance and was rejected. The need of more modern hotel faci 


AILWAYS AND SHIPPING 149 


Halifax was, however, apparent to the Board, and it was recognized 
that, with the establishment in the winter of 1928-1929 of the new and 
_ Important services of the Canadian National Steamships between Halifax 
and the West Indies, this need would become still more pressing. Pro- 
tracted negotiations ensued between Halifax financiers and the National 
Railways in an effort. to arrive at a satisfactory’ plan whereby such 
Railways might participate in the promoters’ undertaking, although the 
-__ inelination of the Board was that the National Railways should itself 
construct and own a hotel at Halifax. After these negotiations had 

‘ ees in progress for some time the Canadian Pacific Railway was invited 
__ by the promoters to participate in their enterprise, but no decision was 
_teached by the Board of that Company until September 26, 1927, when 
‘it decided to take up $350,000 of the Preferred Stock in such enterprise. 
On July 14, 1927—more than two months prior to this action by the 
Canadian Pacitic—Col. J. L. Ralston, Minister of National Defence, had 
announced that the possibility of the Canadian National Railways par- 
ticipating financially in the building of a hotel by Halifax promoters 
_ had been considered by the Cabinet and that approval would not, without 
the direct authority of Parliament, be forthcoming for the purchase by 
the National Railways of minority shares in a privately financed hotel. 
On July 20, 1927, the National Railways announced that an appro- 
priate amount for the provision of hotel facilities at Halifax would be 
‘included in its annual budget to be submitted to Parliament. On Septem- 
ber 23, 1927, further representations that the National Railways should 
purchase preferred shares in the privately promoted Halifax hotel were 
considered by the Cabinet; and Col. Ralston immediately notified the 
President of the Hotel Company that the Cabinet had adhered to the 
decision reached on July 14, and emphasized the announcement of the 
intention of the National Railways management to include in the 1928 
Budget a railway terminal hotel at Halifax. The decision of the Cana- 
_ dian Pacific to take up the preferred stock of the Hotel Company was 
made by the Executive Committee of that Railway Company three days 
later. 
The site for the new combined station and hotel of the National 
Railways at Halifax, upon which foundation work is proceeding, is 
admirably situated to serve the transportation needs of the community, 
being on the ocean terminals, and immediately adjoining the present 
station of the National System. Ample land was available without 
additional cost. The hotel is to have one hundred and sixty rooms with 
an ultimate capacity of three hundred rooms. Authority is asked ‘in 
the Railway Estimates for the expenditure of $1,250,000. The Board 
believes that it has acted with wisdom and has followed that course which 
~ was essential for the protection of the interests of the National Railways. 


‘ir Henry THorNToN: Unquestionably that will be the final result. 
Mr. Bewxz (St. Antoine): According to this statement, the Canadian Pacific 


‘Sir Henry THornton: The original proposal was a private hotel, in which 
; suggested that the Canadian Pacific should participate, and they did 
ipate, as has been explained in the statement which has just been read. 
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Sir Henry THornNtTon: pentane Mr. Bell may have 5 fare ( 
ask, and I would suggest, if it is agreeable to the Committee, that 
this item before we proceed to any other. 


Mr. McLean (Melfort): The $1, 250 ,000 will build the hotel and furnis 
Sir Henry THORNTON: Yes. : 


Mr. Brut (St. Antoine): I was wondering whether there was busin 
two hotels in Halifax? 


Sir Henry THornton: That is a matter of opmion. I ieee observe. 
what it is worth, that the capacity of the two hotels under contemplation re 
sents the combined capacity of the present existing hotels in Halifax. Wit 
any reflection whatever upon those hotels, they have not been regarded 
adequate, nor of a satisfactory character for the hotel trade in Halifax. 
other words, this is a substitution of what might be described as really mode 
hotel accommodation, in an equal quantity to that which existed before, anc 
which has not generally been regarded as of a modern character. It only repre-— 
sents about three hundred rooms. Opinions differ as to what is going to happe Se 
and I do not know that I can tell you any more than that. 


Mr. Bet (St. Antoine): How big is the hotel at St. John, the United Hote! 
there? 
Sir Henry THornton: I think it has about two hundred and eighty room 


Sir Eveenre Fiserv: This amount of $1,250,000, forthe Halifax Hotel/ 
included, I suppose, in the general statement of $39, 000, 000? 


Sir Henry THornton: It is part of the total amount asked for Additig 
and Betterments. We are now discussing the details of the $25,000,000. 
Mr. Bexu (St. Antoine): You were negotiating, at one stage, with the pr 
moters of this private hotel? ee 
Sir Henry THorNTON: Yes. 


Mr. Betu (St. Antoine): And the C.P.R. were also Ae: to come in with 
the private interests building this hotel? 


Sir Henry THorNtToN: Yes. 


Mr. Bei (St. Antoine): Then it was announced that Colonel Ralston had, 
after consultation with the Board of Management, decided that you would really 
cut off these negotiations, and build your own hotel; is that my understanding? 

Sir Henry THornton: The original proposal to participate in what 
known as the Lord Nelson Hotel, which is the present private hotel, came ti 
us from the promoters of that hotel. We examined the proposal, and reje 
it because we were not satisfied with the financing. In saying that, I mean no 
criticism, but merely that we thought it was not what we would like to see it. 
While these negotiations were on, and, as far as I can remember, withou 
knowledge to us, the Canadian Pacific Railway were asked to also particip: 
in the Lord Nelson Hotel. The attitude of our officers, and our Board, 
always been that we would prefer to own our own hotel at Halifax. In discus: 
the matter with the Government, there was some consideration on their y 
and they finally concluded that they would reject that proposal, in so far a 
Government were concerned. This brought our Board back to its ori 
thought, that we should own and control entirely our own hotel at Hal 
having regard to our new West Indies services, and what we regarded as O 
predominating interests in the city of Halifax. 


Mr. Beuu (St. Antoine): Could these private interests build the hotel witha 
the co-operation of either of the railway companies? so : 
Sir Henry TuHornton: They could, if they had cared to do it, sae 


Mr. Bet (St. Antoine): They were planning on getting the co-ope 


of one of the railways? 
/ 
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pa : When any enterprise of a hotel character is pro- 
i in Canada, there is always the desire to secure the co-operation 
cial assistance ‘of the Canadian National Railway. 


. BEL (St. Antoine): This joint hotel proposition was never talked over 
anadian Pacific? — 


ir Henry THorNToN: I want to be quite careful to answer your question 
irately. I think I can answer your question safely by saying “No,” although 
re certain conversations, with respect to this situation, in which the 
Pacific and ourselves discussed the matter, but neither suggestion 
either side was satisfactory to the other, and the matter dropped. 


Mr. Bru (St. Antoine): I believe there is some mention made of that 
in the Canadian Pacific report? 
deNryY THorNTON: There is mention made. 
on. Mr. Dunning: While that report is being found, Mr. Bell, perhaps 
ommittee would be interested in ‘the position of the G overnment, and the 
1 for i ee The tentative proposal was the investment of money by the 
ational in a privately owned enterprise, the amount being $250,000. 
ea of the Government was that this might be considered a major item, 
d it had not been included in the last budget, and had not been passed 
m by Parliament, authority could not properly be given by the Government. 
snot ofa sufficiently emergent character to justify the Government giving 
jority, without the consent of Parliament in the manner in which we are now 
g with the estimates of the Canadian National. 
Me Brix (St. Antoine): The only thing that I am personally interested 
is whether there is really room for two big ‘hotels in Halifax. 
s Henry Tuornton: That is a matter of opinion, Mr. Bell. We are 
interested ourselves in whether the hotels will pay or not; we are interested 
ther or not our own hotel will pay. We are not the custodians of the 
ancial affairs of others who may embark upon a competitive enterprise. We 
eve, having regard to all the circumstances, that the hotel which we propose 
ild will pay. Opinions differ as to whether the two will pay or not. 
Mr. McLean (Melfort): What percentage of the passenger traffic into 
overland, is carried by your road? 
WEeLDon: I think about 90 per cent. 
McLEan (Melfort): And ag large percentage of the traffic by water 
rseas is landed near your proposed site? 


HENRY TiorNToN: Within a relatively few steps. I suppose the aver- 


senger could walk from the Ocean Terminals to the new: hotel in five 
| 


McLean (Melfort): And in coming away from Halifax they will have 
» by your station? 

BNRY THORNTON: I was speaking of the Ocean terminals. In so far 
nd transportation is concerned, it is merely two minutes from the hotel 
ation, the two being in the one building. 

McLean (Melfort): And the bulk of the overseas passengers leaving 
ix have to leave through your station? 

r HENRY THORNTON: If they want to get out of town, that is the best 


Power: Were the Canadian National Railways at any time, in any 
committed to participation in this Joint hotel enterprise? 


[ENRY THORNTON: No. 
LL (Bt. Antoine): Could we have that statement read? 


oy Ag Pht or Te 
Reh C0", 
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Mr. Henry: This is on page 7 of the Anes Pacer of the C 
Pacific Railway for the year ended December 31, 1927. (Reads): 
Your Directors, after discussion with the National Railways 
upon the strong recommendation of the latter, agreed to subscri 
$100,000 of the Preferred Stock in the Lord Nelson Hotel at Hal 
Nova Scotia, the National Railways undertaking to recommend ~ 
Government’s approval of a subscription by that Company of $350,00( 
of such stock. This arrangement was not given effect to owing to Gor 
ernment objection, and your Company was pressed to increase its sub 
scription to $250,000. Your Directors considered that, in view of yo 
ownership of the Dominion Atlantic Railway serving the importa 
tourist centres of the Evangeline country and connecting through | t 
Eastern Steamship Company with the Port of Boston, the local proje 
which received general support in Halifax, should be assisted to t 
extent mentioned. The subscription was accompanied by an offer 
the National Railways to transfer to that Company or the Governmen 
$250,000 of the Preferred Stock at cost up to July 1st next—in other 
words, renewing the proposal of the National Company to this Com- 
pany. The National Railways shortly afterwards announced the con- 
struction of an hotel by that Company. Your Directors. deplore this — 
duplication as entirely without justification and are continuing negoti 
tions with the National System in the hope that a way. may be fou 
of avoiding it. 


Cy 


Mr. Bett (St. Antoine): Are there any other remarks that you have te 
make, outside of those you have already made, Teeeadiae that statement? 
Sir Henry THornton: The report reads “after discussion with t 
National Railways and upon.the strong recommendation of the latter.” The: 
were verbal discussions between Mr. Beatty and myself with respect to this 1s 
situation, but no definite decision was reached with respect to the position of 
the Canadian National Railways. I can only recall, in that connection, Mie 
Beatty asking me the question whether I thought a new hotel was needed a 
Halifax, and whether I thought it would pay. My recollection is that I said — 
it was needed, and I thought it would pay, but that was mene an opanas 
with respect to the general hotel situation in Halifax. 
Sir Eugene Fiser: But the fact remains that the C.P.R. oe you to 
subscribe for $250,000 worth of the preferred stock? 
Mr. Powrr: The Canadian National asked the C.P.R. ancontine to Be 
statement? , : 
Sir Evcenr Fiser: The C.P.R. had an interest of $300,000 in that hot 
and they would have had a controlling interest? 


Sir Henry THornron: We did not ask the Canadian Pacific Railwa 
participate in the hotel, curious as it may seem. No doubt there is a mis 
prehension, but, with much courtesy, I would say that we did not invite 
Canadian Pacific Railway. 

Mr. Power: You did not initiate any negotiations iene to ee _con- : 
struction of a hotel jointly by the two roads? ae 

Sir Henry THornton: No. : ie 

Mr. Power: And in so far as that statement seems to insinuate that it 
is not correct? (ae 

Sir Henry THornton: It is inaccurate. _ sec 

Mr. Betu (St. Antoine): The C.P.R. Directors seem to be under t 


impression that two hotels will not pay, whereas the view of the managen 
of the Canadian National is that your hotel will pay? 
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HENRY THORNTON: I can only say that if the Directors of the Cana- 
-acific Railway feel that two hotels will not pay, they would have better 
out of the field. However, that is a matter which rests entirely with 
n judgment, and I would not presume to express an opinion. 

Power: You did express an opinion in the report; you said you had 
th wisdom. — 

r Henry THornton: That is with respect to our position. Sometimes 
tial facts are overlooked, and I thought that further emphasis would do 
arm. 


Mr. Henry: The $3,000,000 is made up as follows: $2,000,000 for the 
eau Laurier; $100,000 for the Vancouver Hotel; $176,000 for the Jasper 
; $49,000 for Minaki Lodge; and $44,150 for Pictou Lodge. 


r. McLean (Melfort): Is that a new hotel that is being built? 

r Henry THornton: That is a proposition which we acquired, as I 
ll it, about two or three years ago. It is on the seashore, not far from 
ou. We took this Lodge over and it has been found to be quite satisfactory 
the financial standpoint. We are enlarging the facilities, and improv-- 
io 

Mr. McLean (Melfort): That is at Pictou, Nova Scotia? 

Sir Henry Tuornton: Yes. There is insufficient sleeping accommoda- 
mm, in the Lodge, and we are adding room, the business having justified it. 


Mr. Power: Have you ever considered constructing a hotel in Quebec? 


Sir Henry THornron: Overtures have been made to us with respect to 
rticipation in another hotel at Quebec. Those overtures never reached a 
tangible proposition, but, broadly speaking, my feeling has been that, 
the possible exception of certain seasons of the year, the present Chateau 
tenac is adequately fulfilling the needs of the travelling public at Quebec. 
I we have met the more pressing hotel situations elsewhere, such as at 
itawa, we thought that it would be unwise to embark upon anything there. 

ae Powrr: The negotiations you spoke of were with respect to a hotel to 

constructed on what is called Montcalm Market, opposite the Auditorium? 


Sir Henry THornton: That is right. 


_ Mr. Power: As a matter of fact, you own property only a few yards from 
Chateau Frontenac, which would be an ideal site for the construction of 
hotel? * ~ \ 
_ Sir Henry THorNTON: I cannot answer that off hand. I would accept 
ur statement if you say we do. 
Mr. Power: A number of years ago I think the Grand Trunk purchased 
me property ‘above the Terrace in line with the Chateau Frontenac, sup- 
y for the purpose of constructing a hotel. General Fiset tells me that 
ight have been a personal purchase made by Mr. Hayes. 
r Henry THorNtToN: The only property we own in the immediate 
inity is the Ticket Office opposite the Frontenac, and that would be insuffi- 
nt, of course, for a hotel. 
Mr. Power: In the shuffle between the Grand Trunk and the Canadian 
tional Railway, this property may have gone back to the Hayes Estate. 
r Henry THornton: At the moment, the only property we own in 
icinity is the Ticket Office. The Vancouver Hotel situatign is this. Many 
ago, when the Canadian Northern built into Vancouver, that railway 
into a contract with the city of Vancouver, which required a number 
I do not know of anything that was left out of that contract, as 
ligations of the Canadian Northern were concerned. We were confronted 


| 
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with the execution or fulfilment of our contractual obligations as. 
that contract. Many of the obligations were frankly admitted by th I 
be uncalled for and unnecessary. Finally, however, an arrangement was re: 
with the city as a result of which if we would ‘undertake to build wi 
relatively short time, a suitable hotel at Vancouver, the other cont: 
obligations would be waived by the city. We thought it an advant. 
arrangement to make, first because we felt the need of a hotel for the 
dian National Railways at Vancouver. And secondly, because by doing 
we relieved ourselves of presumably large expenditures which we thou 
unnecessary. That briefly represents the Vancouver position. 


Mr. Power: I am not referring to hotels now but I have in mind. 
contractual obligations on the part of the National Transcontinental Rai 
—now your railway—towards Quebec, to build terminals and railway sta 
and all that, which they have not paid much attention to or given nee 
sideration to for the last fifteen years. 


Sir Henry THornton: As far as that is concerned, Major, the Canadi ial 
National Railways must—and the company wishes to—comply with all of its” 
contractual obligations. The situation with respect to Sie is both | lon _ 
and complicated. 

Mr. Power: So complicated that we cannot move. 

Sir Henry THornton: If this Committee would like to go into it, 3 
quite willing to do so, and I can assure you I am glad the opportunit 
presented to “make this statement that however little the people of Quebec. thin 
is being done, we are dissatisfied with the terminal situation in Quebec, w 
examining with a view to remedying it and we propose to do so just as qu 
as we possibly can. It requires no urging on us to improve our terminal situatic 
in Quebec which we do not regard at present as satisfactory.— am 

Mr. Power: Perhaps this is not the time to discuss it but I have a 
questions to ask, with the permission of the Chairman. = 


The CHAIRMAN: Yes. 


Mr. Power: You have a contract at the present time with the Canadia 
Pacific Railway for the use of the Canadian Pacific Station. 

Sir Henry Tuornton: Yes. ° 

Mr. Powrr: Would it be possible to tell me when that sigpiken? 

Sir Henry TuHornton: I will ask Mr. Hungerford, who is more fam 
with the details of that than I am, and can give you the dates and partic 1 
which perhaps I cannot, to answer that question. Will you please, ™M 
Hungerford? 

Mr. Huncerrorp: In 1915, I think, an agreement was made between 
National Transcontinental and the Canadian Pacific Railway, by wi ch - 
National Transcontinental secured a fifty per cent interest in what is know 
the Palais Station terminal, and that agreement provided for the use o tho: 
facilities by all ratlways thatewere owned or controlled by the Government, 
in the future might be owned or controlled by the Government: So 
practical purposes the Canadian National owns a fifty per cent interest. 
pay fifty per cent of the interest and have equal rights. 

Mr. Power: You pay fifty per cent of the maintenance, the C.P. Rio 0 
building, and they let you in on condition that you pay to maintain it. - 

Mr. HuNcerrorp: We pay fifty per cent of the interest on the i invest 
and we pay a wheelage proportion of the upkeep. That is in ais to 
number of cars. 

Mr. Power: So it is really a lease or rental? eee 

Mr. Huncerrorp: It is equivalent to half ownership. = 
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Power: That is a new way of acquiring property, to my mind. And 
r On @ wheelage basis for all the cars which enter the station. 
r. Huncerrorp: Exactly on the same basis as the C.P.R. are charged 


Sees 
_ Mr. Power: When does this agreement expire? 
Mr, Huncerrorp: The agreement was drawn for 99 years. That was sub- 
0 legislative approval. — 
Mr. Power: Has it ever been approved? 
ry. Huneerrorp: I think not. 


Hon. Mr. DunNiING: »Xou are a lawyer yourself, Major Power. 

Mr. Power: I have never heard of an agreement like that in my life. 
Sir Henry Tuornron: It is a common agreement in railway practice. 
Mr. Power: I have never heard of acquiring property in that fashion. 
You could pay for 99 years and the property would still be that of the C.P.R. 

_ Mr. Huncerrorp: Quite true. 

Sir Henry THornton: I think technically Mr. Power is right, in that we 
quire certain rights for the use of that station under certain terms. Those 
s are the payment of fifty per cent of the capital charges; the division of 
maintenance on the basis of use. That agreement continues for 99 years and 
we think has not yet received legislative approval but we are not certain. 
Hon. Mr. Dunnrne: It has not received legislative approval. 

ir Henry THornton: Technically speaking we enjoy the use of that 
under this arrangement with the C.P.R. At the expiration of the 99 
1e property would not be ours. 

Mr. HuNerrrorp: There is an important phase of the matter which has 
een mentioned, and that is that a considerable proportion of the real 
involved in the joint terminals belongs to the Canadian National Railways, 
id under the terms of the general agreement that is leased to the Canadian 
cific. So a considerable amount of the land actually belongs to the Canadian 


tional Railways. 
r. Power: That is the land surrounding it, but not the land on which the 
ion is built or on which the tracks are. laid. : 
‘Mr. Huncrrrorp: Yes, there is a lot of property included in the joint area, 
ased by the Canadian National Railways or its predecessors to the Cana- 
cific under the general provisions of the agreement. 

Power: Is it the intention of the National Railways to submit this 
nt for legislative approval at any time? 
_Huneerrrorp: I do not know that. 
Henry Tuornton: That is a new question. I do not know. It seems 
proceeded very satisfactorily without formal baptism. Whether the 
should be presented for baptism or not I would not like to say. 


r. Power: Is that an insinuation that the child is more or less illegitimate? 
t Henry THORNTON: Well at least it has no parents. 
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Hon. Mr. Dunnine: It was an arrangement aie by Mr. Gutel 
It never was submitted for approval. ‘ 


Sir .Eucener Fiset: Usually these 99 year joaeee are confirmed by Orde: 
Council. 


Hon. Mr. Dunnine: I do not think there was any confirmation of it at a. 
As I have said, it was made by Mr. Gutelius. 


‘Sir Fieaee Fiser: It does not need special legislation. It needs sim 
an Order in Council. = 


~Hon. Mr. Dunnine: I think possibly that is so, but it has not bees su 
mitted for approval, at least I have no knowledge of it. It seems to work 
without it. 


Sir Henry TuHornton: In putting together these properties a good mant 
queer things were done years ago, and little by little we come across things th 
ought to have been done differently and which may require legislative approva 
and as fast as we get hold of them we try to straighten them out. In the old 
days, there was a good deal of laxity, and by that I do not mean criticism th 
the-former owners of the various properties were not as-precise in their vario 
transactions as we find it necessary to be to-day. 


Mr. Power: You know, Sir Henry, that atthe time this contract wee 
entered into by the National Railways with the Canadian Pacific Railway, there 
was existing a contract with the city of Quebec, whereby thea@anadian Nation 
was pledged to build a large station on another site altogether, and had actually — 
received from the city of Quebec property worth anything from two to five 
million dollars which it still keeps. 

Masor Betu (Deputy Minister of Railways): That was_ an agreement 
between the Transcontinental Cuan and the city of Quebec; not the 
present management. - 

Mr. Power: In the same way probably in 1915 it was not the present 
management. 

Masor Beuu: It was ah the Transcontinental Commissioners and the 
’ eity of Quebec. It was not at that time under Government management. That 
ae the Transcontinental was not. Mr. Gutelius for instance was the man in 
charge. 

Mr. Power: The property involved imnouet came into the possession of the 
Canadian National Railways. 


Masor Betu: Oh, yes. 
Mr. Power: You got the property whatever else was done. 
Masor Betut: When it was transferred from the Transcontinental Conmes 
sioners to the management of the Intercolonial Railway then that agreemen 
was entered into by Mr. Gutelius, with the Canadian Pacific Railway. = 
Gutelius at that time representing the Government Railways. 
Sir Eucene Fiset: The title is now vested in the Canadian National Rail 
Ways. f 
Masor Berti: No, it is vested in the Government. oe 
Hon. Mr. Dunnine: The Government has,the lands. ee 
Mr. Huncerrorp: My understanding is that the present agreement is 
enforceable for a period of 21 years, and subject to legislative approval would 
continue for 99 years. Rae. 
Sir Everne Fiser: It is exactly the same as the ordinary-leases passe 
by the department in Ottawa. An Order in Council for the 99 year lease does; 
and notwithstanding the fact that the agreement was for 99 years, as it has not 
been confirmed by Order in Council, 21 years is the legal period that appa 
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_ Power So we have to wait willy nilly whether the traffic increases or 
another 20 years or another 7 or 8 years before we get better terminal 
s in Quebec? . 

“evel THornton: I would say that would be an unduly pessimistic 
ajor. : 

Mr. Power: I think I am justified in pessimism when I reflect on the 
istory of this transaction. 

r Henry THorNTon: It is a complicated thing and we have been try- 
to get at the legal aspect of it. And every time I get a legal opinion I 
less about it than I did befcre, and probably others have had the same 


X 


Mr. Powrr: That is perhaps a suggestion that you might get a better 


Sir Haney THornton: Well I can think of one member of the Bar who 
uld be a valuable member of our staff. 


Mr. Power: That offer might be considered. 


Sir Henry THornton: Now we are really getting on. Then I might 


ggest perhaps that it might be allowed to stand meantime and that Mr. 
ywer settle this privately. 


Mr. Power: ‘The latter part of our discussion might be settled privately. 
A short time ago, Sir Henry, you said you were not satisfied or that you 
ere dissatisfied with the terminal facilities at Quebec? 


Sir Henry THornton: Yes. 
_ Mr. Power: Did you refer to this agreement? 
Sir Henry Tuornton: I am speaking generally and that is part of the 


Mr, Power: Could you tell me, for my information, what else is unsatis- 
tory ? 

Sir Henry Tuornton: In Quebec? } 

Mr. Pownr: Yes. 

Sir Henry THornton: No, I do not know that I can. I do not quite 
know where you are headed. 

Mr. Power: If I knew what was unsatisfactory, I might urge on the 
nadian National Railways to remedy the situation. 

Sir Eveenr Fiser: They may be dissatisfied with the representation here. 
Mr. Powrr: They might, but he does not vote. 


r Henry THornton: What is that? No, if I voted, I would probably 
me of your most ardent supporters. 


_ Mr. Pownr: I do not think that is a fair question to ask, Sir Henry : 
rolves a lot. 


ir Henry THoRNTON: It involves a terrible lot. 
Mr. Power: I will drop it 
on. Mr. Dunnine: There are many such situations from one end of 


a to the other, and old ones come to life again every once in a while, 
e did not know about before. 


r. Power: But you are really giving it your attention? 

Henry Tuornton: Oh yes, I assure you of that. 

McLaan (Melfort): Just what is the need for a hotel in Vancouver 
resent time, Sir Henry? 

=) See a, 


eens | 


; 
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Sir Henry THornTon: With much courtesy and with no desi t 
any reflection upon anyone, the only hotel in Vancouver to-day of larg 
which is adequate to cope with the traffic needs of the community, 1 
Vancouver Hotel, which is owned by the Canadian Pacifie Railway Com 

Mr. McLean (Melfort): ‘Would not the “Georgia” come into that 


Sir Henry THornton: The “Georgia” was built rather recently. 
is relatively small and hardly affects the competitive situation. We have 
for some time that we were losing traffic because the only really large hotel, 
as I describe it, a hotel, adequate to care for the travelling needs of the public, 
was the hotel that was owned by our principal competitor, and quite nat 
they use that facility to the utmost to secure and keep traffic, and with res 
to that I have no criticism whatever; but the passenger business in and ou 
Vancouver, particularly in the summer, is increasing with rapidity and we 
felt that quite apart from any other considerations the Canadian Nationa 
Railways should have a first class hotel of its own in the city of Vancouv 


Mr. McLean: Have you any reason to suppose that the C.P.R. hote. 
is a profitable institution? ae 
Sir Henry THorRNTON: f-have no informaton with respect to what tha’ 
hotel does. It enjoys.a large business, it is in an important city, and certainl 
would seem to me to present a fertile hotel field. an 
Mr. McLean: If that hotel is not profitable at the high rates they charge 
and secure, there would not be very much show for a new hotel paying 
way. é 
Sir Henry THornton: I do not know whether the hotel is profitable or 
not. I can express no opinion. ee 
Mr. McLean: But I say if it is not profitable, in view of the high ra 
they are getting and the fact that it is alone, you would not have much chance — 
of making a hotel pay? ; 
Sir Henry Tuornton: You cannot consider the hotel proposition in Van 
couver separate and apart from the traffic situation. A hotel is very oft 
not only for the purpose of providing accommodation to travellers, but it is a 
an important implement in securing and retaining traffic. Fe 


Mr. McLean (Melfort): Why so. Have you connections with important 
passenger carrying ocean transportation systems in that city? ; 

Sir Henry THornton: We enjoy friendly relations with most of the : 
trans-oceanic lines running into Vancouver. We have no alliances or things 0 
that sort, outside of the coastwise service. : 

Mr. McLean: Is it the fact that the C.P.R. lines carry most of the p 
sengers on the Pacific? — 


Sir Henry TuHorntTon: Yes. — 


Mr. McLean: Could you depend on getting passengers from even thi 
small balance of ships that run with passengers? oe 
Sir Henry THornton: I think we would have an equal chance at 
Mr. McLean: It is not a very bright looking prospect, is it? 
Sir Henry THornton: Yes, I think it is certainly a satisfactory pr 
The situation is simply this: that if we wish to retain our passenger prestige 
the Pacific Coast, we have got to be equal to hotel facilities in Vancouver. — 
city is growing with great rapidity. I do not know of any city in Cana 
is growing more rapidly than Vancouver. Now we have got to protect o 
tion. Furthermore, unless we do this, we are certainly liable to a ve 
larger expense which would ensue from the enforcement of the contra 
the projectors of the Canadian Northern made with the city of Vane 
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| That is the point. 
Henry THornton: Make up your minds to this, that there are 
million*dollars that we are stung for good and proper in Vancouver. 
fr. McLzan: That company went into liquidation did it not? 
Sir Henry Tuornron: No. 
Mr. McLean: It went bankrupt then. 
Sir Henry THornton: No, not as I understand it. 
r. McLean: How did it have to be taken over then? 


on. Mr. Dunninc: The government of that day acquired the stock, and 
d with the stock all the contractual obligations. 


ir Henry THornron: Competent legal advice is that that is a valid 
act, and I can assure you that there was nothing left out of that contract, 
even the kitchen stove. P 


Mr. McLean: Well you may have to go on with it. But I think you will 
ve an awful time making it up, for a long time to come. 


Sir Henry Tuornton: No, I do not think I agree with you with respect to 
her or not such a hotel in Vancouver would pay. I think it' will. 


ES Hon. Mr. Dunnine: Yes, I think it will: 
Sir Henry THornton: I think it will pay. 
Mr. McLean: What do you figure on it costing? 


_Sir Henry Tuornton: The tentative estimate was about four million 

ollars, but let me again remind you, that in such a place as Vancouver and 

‘under such circumstances, you cannot entirely divorce the hotel from the traffic 
spect. 

Mr. McLean: That is so; it affects your traffic coming out of Vancouver; 

es not affect your traffic going into Vancouver. 


Sir Henry THornton: Oh yes, because we have in the summer time a 
large coastwise traffic through our steamships that ply between Vancouver, 
Prince Rupert and Alaska. - 

Hon. Mr. Dunnine:- The “triangle trip” affects that increasingly. 

‘Mr. McLean: Quite so, but are not those people going to take your 
ps according to the quality of your service on the water? 

Sir Henry THornton: No. Of course quality of service is a factor but 
anadian Pacifie Railway also operates a competing service almost parallel 
ours, and somewhat more extensive. 


Mr. McLean: How are the rest of your hotels paying at the present time? 
utside of the Chateau, have you many hotels that are paying financially? 

“Sir Henry THornton: I will get the statement. 

Mr. McLean: Is the Fort Garry for instance paying? 

Sir Henry Tuornton: I will give you the figures. The hotel position in 
26 was this: there was an operating loss of $38,737 on all the hotels. In 1927 
operating loss was $10,502. My recollection is that if you go back three 
qur years you will find that the operating loss was very much more; so that 
it is fair to say that as the economic position of the Dominion improves, 
s our traffic increases, the hotel losses become less each year, and I should 
orward to no very distant day when our hotels as a whole will at least show 
rofit. These figures of course do not take into consideration the traffic 
which our hotels bring to us. 
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Sir Henry THornton: I do not think we should give that her 
tell you privately. 

Mr. McLzan: No, that is all right, Sir Henry, but the feck that yo 
a reasonable operating profit on the Chateau presents a different pics 
the balance of your hotels. 

Sir Henry TuHornton: Practically all of the other hotels show io 
running from a couple of thousand dollars up to thirty or forty thous 
dollars. 


Mr. McLean: Yes, I appreciate that. - 


Mr. Cantiey: At Vancouver, Sir Henry, do you piace a ‘large Pp 
ronage from tourists motoring up from the States along the Coast? aut 


Sir Henry TuHornton: Yes, we do. Automobile traffic into Vancou 
is a very valuable asset to that Province. In fact it is a very valuable asset 
to the whole of Canada. I should say that automobile tourists leave at leas 
one hundred million behind them in Canada annually. 

Mr. Jevuirr; I have understood that the hotels there are booked up 
for weeks ahead at times. Can you say whether that is so? Be 

Sir Henry THornton: I think that is true. ue 

The Cuarrman: Are there any other questions on the Vancouver hotel 
proposition or with regard to any of the other hotels? If not, at Henry will 
proceed. 

Mr. Henry: The total of these items is $22,527,163. The next item is” 
“Betterments to Equipment, $1,958,000.” That includes locomotives an 
freight cars. = ol 

Hon. Mr. Dunnine: You are still giving details of the 25 million item? 

Mr. Henry: Yes, of the 25 million item: Additions and Betterments 
to Equipments, $1,958, 000; Electric Lines in Ontario, $348,100. i 

Those represent all the items that ordinarily come under the Operating 
Department. They total $24,833,263. 

The mext item is Canadian National Express, $63,000. 

Colonization Department, ‘$37,750. 

These are Capital Expenses of course. 

Radio Department, $15,000. 

Stores Department, $195,476. 

Traffic Department, $38,800. 

Finance and Accounting Department, 000. 

Legal and Taxes, $144,800. © . 5 

Fire Protection, $165, 500. 

Canadian National Commercial Telepraphe: $2,472,601. 

Sir Henry THornton: The bulk of that is a provision for the purchas 
of the lines now owned by the Western Union Telegraph Company in the 
Maritime Provinces. 

Mr. Cantitey: When do you expect to take those over? Me 

Sir Henry THornton: We are in negotiation now with the Western 
Union, and we have a final meeting with them the day after_to-morrow ea 
it will probably be before very long. i 


Mr. Henry: ee Telegraphs, oe: 599. No, Railway Telegraph 
that is $121,503. 

Great Northwestern Telegraph Couhaiee Commercial, $451,596. — 
Montreal and Southern Counties, $53,000. ~- 
Oshawa Railway, $276,700. 

Thousand Islands, $5,300. 
Canadian National Steamships, $10,800. 


161 


MI Stewart (Leeds): Mr. Henry, that item for the Thousand Islands 
way, is that a new station? We are much interested in that. 

Mr. Henry: It is a small item. $5,300. 

Hon. Mr. Dunntne: I am afraid you will not get a station for that. 
Mr. Stmwart: It is not a big station or a big railway. 

Mr. Henry: It is for small betterments, that is all. 


‘Sir Henry Tuornron: I know what you have got in your mind. I ine 
‘ou are right too. 


Mr. Henry: Terminal Warehouse Company, $7,150. 

Total for these other departments, $4,149,975, for a grand total of 
28,983,238. From that there a deduction in the final estimates of $3,297,000. 
Betterment of Equipment, giving a net of $25,685,385. That net appears 
the summary we have just given. 

_ Sir Henry THornton: That does not include the branch line program. 
_ Mr. Henry: The division of the estimates between the Eastern lines and 
e balance of the system is as follows:— 

Eastern Lines $5,144,178. 

Balance of the system $23,539,060. 

~The Cuairman: Has any member any question to ask in regard to any 
f those items? 

Mr. Harris: I intended to ask about the Toronto Terminal Warehouse. 
‘ oe Henry THornton: It was Monireal. Do you want to know what 
at is? ad 

‘Mr. Henry: That is $7,000. It is a small capital item with regard to a_ 
arehousing company that formerly belonged to the Grand Trunk Railway of 
anada and came over with the assets of that company. 

_ Sir Henry TuHornron: I think Mr. Harris knows what it is? 
_ Mr. HAérris: Yes. 

Sir Henry THornton: There are the Marine estimates. 
Hon. Mr. Dunninc: It is on the same sheet, $759,000. 

_ Sir Henry TuHornton: The deficit in operation of the company and the 
sels under the company’s control during the year ending December 31st, 
8, $750,000. Capital requirements $8,000. That is practically all deficit. 
ke it there is no question about that. That has all been previously explained. 
The Cuatrman: Have you any further questions to ask in regard to these 
stimates? 

_ Sir Evcene Fisrt: Would it be possible next year_to have a detailed state- 
t of these figures? 

Sir Henry THornton: I noted what you said, General, and we will 
eavour to:see if that cannot be presented in somewhat the form you suggest, 
nd we are very much obliged to you for the thought. 

‘Hon. Mr. Dunntne: Here it is General. It is very bulky. 

ir Eveenc Fiser: I would not give all those details. A summary of the 
erent items that the members of the Committee could hold. 

Sir Henry Tuornron: I see what the General wants. Although what 
d this year has been what we have been doing for the last five years, I 
“We can do it better next year. 

Mr. Harris: Following up that suggestion, Mr. Chairman, I make this 
rvation; as a member of the Committee I must frankly admit that I 
not follow these figures. 
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Hon. Mr. Dunnine: It will all be printed to-morrow ning. 


The CHarrMAN: Yes, you will have all these items to-morrow 
Mr. Harris, in the report. ate, 
Sir Henry THornton: I realize how hard it must be for members of 
Committee who perhaps may not be day by day as familiar with the operati 
of the railway as the officers themselves, to follow figures of this sort. It 
our desire to try to present the figures in such a way as to give the Com 
all of the information they require but not sc much information as to be 
_ fusing. 
Sir Evcene Fiser: I do not mean, Sir Henry that these details or 
summary of the details composing that, should not be included in the esti 
themselves. I think a separate sheet might be submitted to the Comr 
which would be all that would be needed. We A 
Hon. Mr. Dunnina: I have a suggestion to make there; I quite see M 
Harris’ point. I think probably, Sir Henry in view of the practice of f 
years, if we could agree as a Committee for the Chairman to draft a repo 
for submission to us as a Committee, before it goes to the House, and 
at some future time, by that time all of the details which have been giver 
morning will be of record, and be in the printed proceedings of the Comm 
Members in the meantime could go over that, and we could have the un 
standing that when we meet to consider the report to be made to the Hc 
anything which arises out of the printed information, Mr. Harris, could. t 
be submitted. I think that would be the best way to get at it this year, 
then possibly in future years we might have a summary for distribution: — 
Sir Henry Tuornton: I think we can do better. We are always learnin 


Sir Eucene Fiser: For this year we have the explanation and we 
satisfied with it. oot ; 
Hon. Mr. Dunninc: You can follow it much better when you get it ir 
the printed record. : 
Sir Eucene Fiser: I would not like to delay the passing of the estimat 
or the acceptance of the report. 2 


Sir Henry Tuornron: Colonel Cantley asked a question in regard 


wooden cars. We have a statement in answer. May we file that, colonel, 
that meets your wishes? i ue 
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Mr. Chairman, this has no particular bearing on the work of the Co 
but it will perhaps be of interest to the Committee to hear this stateme: 
has just come to me. 

For the first three months of this year, the net earnings of the Nation 
Railway system are $10,524,000 as compared with $8,276,000 the previous ye: 
An increase of $2,248, 000; or rather Mmore than 25 per cent for the first # 
months of the year. As I say, that has no bearing on this year’s fos 
I thought the Committee would like to know what was going on. ie 

Mr. Power: It will put them in a good humour. 7 


Sir Henry THornton: And you-ean go away feeling fe ae and 


contented. ee 
The Cuarrman: Is it the wish of the Committee that we have a report 
prepared and submitted to a future meeting of the Committee? : 
Sir Eucene Fiser: No, I think each member will have a copy of the print d 
evidence, and there is no need to delay. ee 
The Cuarrman: Last year we had a general report prepared and s 
mitted to the Committee, and that general report was confirmed by the Co 
mittee after it was submitted to the House. Is it your wish to do the sa 
thing this year? “ 
Mr. McLean (Melfort) : Yes. J move that that be done, Mr. Chairma: 
Mr. Harris: Make it very brief, Mr. Chairman. In other years we = é 
had a very lumbering report. oe 
Mr. CantLEy: Would you indicate how much money you intend i spend 
on branch railways this year, Sir Henry. ; 
Mr. Henry: I will get the branch line estimates. 
Mr. Harris: Before you put the question as to Mr. McLean’s motio 
at one of the early meetings I wanted to ask this question, but I did not want 
to embarrass the railways. Is it possible that we are going to lose the servi 
of Mr. Henry to the railways? 
Sir Henry THornton: The disaster is not imminent. Answering Colonel 
Cantley, the amount estimated to be expended during the year 1928 is $10, 725,000. ; 
Mr. Cantiey: Is it all in the west or on the western lines? : 
Sir Henry THorntTon: I cannot give you the details of the money but 
can tell you that it is divided between Quebec, Ontario, Saskatchewan a 
Alberta. 2 
Mr. Canriey: What about the Sunny Brae Road? oa 
Sir Henry Tuornton: We do not contemplate that this year. The on 
program we have, colonel, is the three-year program. 
Mr. Cantiey: I understand that. a 
Sir Henry THornton: And the figures I have given relate to that program. 
Mr. Cantiey: I was in hopes that it would include that road this year 
Sir Henry THornTon: We did not see that we could. 
The CHairmMan: Gentlemen, you have heard Mr. McLean’s motion as” 
the report. Anyone opposed? 
(Carried.) 


You have heard the estimates given in detail.. We would like to have 
motion approving of the estimates of the Canadian National Railways an 
the Canadian Government Merchant Marine. 

Sir Eucens Fiset: I move that the Canadian National Railways sail 
Merchant Marine estimates be approved now. 

The CuatrMan: All in favour of the motion? * 

(Garried.) 
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Henry THoRNTON: Might I ask, Mr. Chairman, when you next meet 
aM: ‘1 . . . . 
are glad to come and be at your disposal but if you can give us an idea 
e date the officers and myself may arrange our time accordingly. 


_ Hon. Mr. Dunning: The motion as to the draft report having been carried, 

move that we meet again at the call of the Chair, when he is ready with his 

port. 

_ Mr. Harris: Why not next Tuesday, Mr. Chairman? 

Hon. Mr. Dunnine: If we can say definitely next Tuesday, there might 

be some questions arising out of the printed report of the proceedings; if the 
mumittee thinks it can get along without the officers, so much the better, but 

esitate to say that to Sir Henry. 


‘Sir Henry THornron: Safety first. We will be here. 


Sir Eucene Fist: We have heard all the explanations and the book will 
be full of them; I do not think there is any need of the officers being here. 


~ Hon. Mr. Dunnine: I am obliged for your hint, but one of the reasons 
r having this Special Committee is to relieve the House and to relieve the 
inister from making explanations which can be better made by the officers in 
ecial Committee. I do not know that we can presume that any different 
practice will be followed in the Housé than has been in the past. Of course any 
member can ask any questions when the estimates are before the House. These 
€ in no different position from any other estimates, but the fact that we have 
nducted an examination here, and the proceedings being printed, has in the 
st tended to minimize the discussion in the House. I think it is very desirable 
at this should be so. Every member of the House is provided with a copy of 
€ proceedings and in nine cases out of ten it answers his questions. In the 
enth case I will have to do the best I.can. 4 
Mr. Stewart (Leeds): Would it not be a good suggestion if we had this 
eport drafted and before the Committee and then if we need the officers we can 
nd for them? 
_ Sir Henry THornton: I think you had better make it Tuesday and have 
everyone here, and I think that we will really save more time, in that way, 
than in any other. 
_ Mr. Hazrts: I suggest that Sir Henry use his judgment as to who he will 
ng here. 
Sir Henry THornton: We will have enough artillery. 
_ Mr. Chairman, will you permit me on behalf of the officers and myself, to 
thank the members of the Committee for the sympathetic consideration which 
ey have given the report and the facts that we have presented to them; and 
Iso to thank them for the many helpful suggestions that they have given to us. 
an assure you that it has come to be a pleasure to appear before this Com- 
ittee to discuss annually the affairs of the railway. 

~The Cuarrman: We will adjourn until Tuesday at 11 o’clock in this room. 


‘ The Committee adjourned. 
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ORDERS OF REFERENCE 


House or Commons, 
Turspay, 6th March, 1928. 


Resolved,—That Standing Order 63 of the House of Commons, relatin, 
appointment of the Select Standing Committees of the House, be amended 
adding to the Select Standing Committees of the House for the present sess 
a Select Standing Committee on Railways and Shipping owned, operated 
controlled by the Government, to which will be referred the accounts and the 
estimates of the Canadian National Railways and the Canadian Government 
Merchant Marine for the present session, for consideration and for report to the 
House, provided, however, that nothing in this resolution shall be construed 
curtail in any way the full right of discussion in Committee of Supply; an 
that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin, 
Drayton, Duff, Dunning, Fiset, Goodison, Harris, Jelliff, Jenkins, McLean 
(Melfort), Milne, Power and Stevens. pe 

Attest. - ARTHUR BEAUCHESNE, e 

Clerk of the House. 


Ordered,—That the said Committee be empowered to examine and inquire’ 
into all such matters and things as may be referred to them by the House; and 
to report from time to time their observations and opinions thereon, with power 
to send for persons, papers and records. 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


Wepnespay, March 21, 1928. 


Ordered,—That the preliminary statement of the Accounts of the Canadia 
National Railways for the year 1927, laid on the Table of the House on Tuesday 
March 6, 1928, be referred to the Select Standing Committee on Railways an 
Shipping. 

Attest. ARTHUR BEAUCHESNE, 

Clerk of the House. 


YA 


THURSDAY, March 22, 1928. - . 


Ordered,—That 500 copies of the minutes of proceedings and evidence taken 
before the said Commitee be printed from day to day, or as required, for the 
use of members of the Committee and the House, and that Standing Order 6 
be suspended in relation thereto. 

Attest. ARTHUR BEAUCHESNE, ¥ 

Clerk of the House. — 


TuHurspay, March 22, 1928. 


Ordered,—That the said Committee be given leave to sit while the Ho 

is in session. i 
Attest. ARTHUR BEAUCHESNE, ae 

Clerk of the House. — 


rdered That: thee as vee Estimates, 1927- 28 fudie and 
10, Government Merchant Marine, oe be referred to the said 
mittee. 
ARTHUR BEAUCHESNE, 

Clerk of the House. ~ 


/ TuurspAy, April 19, 1928. A 


Lea —That the name of Mr. Stewart (Leeds) be substituted for that aly i: 
as Drayton on 1 the said Committee. = 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


WL 


REPORTS OF THE COMMITTEE 


First Report 5 
TuHurspay, March 22, 1928. — 


The Select Standing Committee on Railways and Shipping, owned, operate 
and controlled by the Government, beg leave to present the following as thei 
First Report. Your Committee recommend to the House that 500 copies < 
their minutes of proceedings and evidence be printed from day to day, or as 
required, for the use of members of the Committee and the House, and that 
Standing Order 64 be suspended in relation thereto. ; 

All of which is respectfully submitted. 


W. T. GOODISON, 
Chairman. 


x 


Seconp Report 
TuHurspay, March 22, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as thei 
Second Report. Your Committee recommend that they be given leave to si 
while the House is in session. 

All of which is respectfully submitted. : 
W. T. GOODISON;S 

Chairman. — 


“ 


Tuirp Report 
| Turspay, April 17, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operate 
and controlled by the Government, beg leave to present the following as their 
Third Report: — \ 


Your Committee, to whom was referred Bill No. 204, An Act respecting ‘ 
Toronto Teminals Railway Company, have taken the said Bill under considera- 
tion and have agreed to report the same without amendment. : 

All of which is respectfully submitted. 


W. T. GOODISON, 
- Chairman 


FOURTH AND FINAL REPORT 


_ Monpay, May 7, 1928. 


The Select Standing Committee on Railways and Shipping, owned, operated © 
and controlled by the Government, beg leave to present the following as their | 
Fourth and Final Report: wae 


Your Committee, to whom was referred for consideration and for r 
to the House, the Estimates of the Canadian National Railways and 


adian Government Merchant Marine, Limited, held seven meetings, in the 
of which they examined sundry witnesses, including: 
‘i Sir Aas Thornton, K.B.E., Chairman of the Board and President, 
_ Major Graham A. Bell, C.M.G., Deputy Minister of Railways and Canals. 
_ Gerard Ruel, K.C., Vice-President of Legal Affairs, C.N.R. 
S. J. Hungerford, Vice-President, Operation and Construction Depart- 
ments, C.N.R. 
_ R.C. Vaughan, Vice-President, Purchases and Stores Departments, C. N. R. 
_A. T. Weldon, Vice-President, Traffic and Express Departments, C.N.R. 
W. D. Robb, Vice-President, Insurance, Colonization and Telegraph Depart- 
ments, C.N.R. 
_ R. A.C. Henry, Director, Bureau of Economics, C.N.R. 
T. H. Cooper, General Auditor, C.N.R. 
_ C. B. Brown, Chief Engineer, Operation Department, C.N.R. 
M. S. Blaiklock, Asst. Chief Engineer, Operation Department, C.N.R. 
_ J. P. Doherty, Traffic Manager, Canadian Government Merchant Marine, 
Limited. . 


CANADIAN NATIONAL RAILWAYS 


: Your Committee have had under consideration Item 408 of the Estimates, 
which provides for loans or guarantees of $39,000,000 to the Canadian National 
_ Railway Company for the year ended December 31st, 1928, which is the first 
full calendar year for which the Estimates of the railway company have been 
placed upon the basis of the calendar year, instead of the Goovernment fiscal 
year, which was previously the case. The Estimates considered by the Com- 
mittee and presented to the House a year ago covered the nine months’ period 
ended December 31st, 1927. 
Your Committee have in the course of their deliberations examined in 
considerable detail the operating statements and the capital expenditures of 
e company for the year ended December 31st, 1927, and desire to point out 
that the statements presented this year are in a modified form in that the 
accounts of the Central Vermont Railway, now in receivership, have been 
excluded for the entire year, and the accounts of the Eastern Lines, under the 
provisions of the Maritime Freight Rates Act passed last session, have been 
shown separately from those of the balance of the Canadian National System, 
for the six months ended December 31st, 1927. 
— Your Committee note that the operating results for the year 1927 were 
not quite as favourable as those for the previous year. The evidence adduced 
_ from the officers of the railway disclosed the fact that the chief reasons for the 
less favourable showing were an increase in expenses due to a general increase 
in wages, and because of somewhat larger expenditures on maintenance of 
ay and structures to improve the physical condition of the property; and a 
decrease in earnings due to a reduction in freight rates and to a later harvesting 
of the grain crop, which delayed the grain movement in 1927 as compared 
with the movement in 1926. When these factors are taken into account, your 
Committee is of the opinion that the results of the operations have been very 
satisfactory indeed. 
- Your Committee have examined in detail the capital expenditures made 
ring the year, which totalled a very considerable sum, and are satisfied from 
evidence given that the railway properties have received a benefit in keeping 
h the capital outlay made. . 
Your Committee are also satisfied from the evidence given that the accounts 
for the year 1927 as presented are in accordance with prescribed practices in 
oad accounting, and when taken together with the separate statement 


respecting the Eastern Lines, reflect accurately the revenues veered an 
expenditures made, as well as the additions to the capital account during 
year 1927. 


the earnings of the company’s hctels, and to learn from the officers of 
company of the indirect benefit resulting from the operation of the hotel syst 

Your Committee have already in their Third Report referred to t 
consideration of Bill 204, “an, Act respecting the Toronto tere Rail 
Company.” 

Your Committee note.that the requirements for the present year, exile ve 
of the Eastern Lines, amount to $39,000,000, as compared with the requir 
ments asked for last year of $22,500,000 for the nine months ended December 
31st, 1927, including the Eastern Lines. The chief reasons for the increase are 
the twelve months’ period as compared with the nine months’ period of last 
year, increased interest and a larger program of additions and betterments 
which was examined by your Committee and found to be reasonable. 

From the evidence given your Committee are of the opinion that the 
amount of $39,000,000 is necessary for the purposes of the company durin 
the year 1928 and should be passed by the House. P 


~ 


CANADIAN GOVERNMENT MercHANT Marine, LIMITED 


Your Committee have had under consideration Item 409 of the Estimated 
which provides for a loan of $758,000 to the Canadian Government Mercha 
Marine, Limited, and have, in the course of their deliberations, examined thi 
operations for the year ended December 31st, 1927. Your Committee note that 
the results of the operations have not been quite as favourable as those for the 
previous year, due to a highly competitive’ situation, which resulted in a redu 
tion of freight rates in certain directions, with a resultant reduction in the gross 
revenue of the company. 

Your Committee note that the amount asked for, viz: $758,000, is to b 
used to the extent of $750,000 for contemplated deficits and $8,000 for bette 
ments, and are of the opinion that this amount is necessary and should be granted 
by the House. 

All of which is respectfully submitted. 


W. T. GOODISON, 
Chairman. 


i 
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MINUTES OF PROCEEDINGS 


ri 


mi . ‘Room 429, House or CoMMONS, 
TuHurspay, May 38, 1928. 


¢ 
The Select Standing Committee on Railways and Shipping, owned, oper- 
ated and controlled by the Government, met at 11 o’clock a.m. on above date, 
: Mr. Goodison, the Chairman, presiding. The following members of the Com- 
mittee were present: — 


Messieurs: Cantley, Duff, Dunning (Hon. C. A.), Fiset( Sir E.), Goodi- 
son, Harris, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens (Hon. 
H. H.), and Stewart (Leeds)—13. 
fe Sir Henry Thornton, President, C.N.R., Major G. A. Bell, C.M.G., Deputy 
-Minister of Railways and Canals, 8. J. Hungerford, Vice-President O. and C. 
Departments, C.N.R., R. A. C. Henry, Director, Bureau of Economics, T. H. 
_ Cooper, General Auditor, and several other officers of the railways were ‘present 
at the meeting. 
mt The Chairman stated that, if any members of the Committee present 
desired to ask any further questions before proceeding to the consideration of 
the Fourth and Final Report, he would be glad to have them do so; if not, they 
would take up the matter of the report and deal with that. 
The Report was then read by the Chairman, followed by considerable 
_ discussion respecting the method of accounting followed by the railway, referred 
to in the report as, ‘‘the recognized practice in railroad accounting,” Sir Henry 
Thornton and the officers of the railway answering questions in detail, as 
“requested, by members of the Committee. 
The Central Vermont Railway, now in receivership, came up for further 
discussion; also, the Eastern Lines for a lengthy discussion. Mr. Stevens 
- maintained that all accounts, with special reference to the Eastern Lines, 
should appear in the Annual Report (red book) of the C.N.R., under a certain 
specified heading, in addition to the present practice of presenting the accounts 
in separate volumes. 
A long discussion followed on this point. 
The Chairman announced that it was one, o’clock and the report had not 
yet been fully dealt with, and he desired to know the wish of the Committee. 
Mr. Harris moved, “That the Committee do now ealole and meet again 
at 4 o'clock p.m., to- day.” 
Motion lost on division. 
After further consideration of the report, in which some minor amend- 
ments, as to certain wording and the construction of certain paragraphs, had 
been made, but without any material change in the statements contained in 
the report as a whole, Mr. Jenkins moved, seconded by Mr. Cantley :— 
That the Fourth and Final Report, as amended, be adopted. 
Motion carried. 
The Chairman was thereupon instructed to present the said Report to the 
House.» \ 
The Committee adjourned to the call of the chair. 


“! E. L. MORRIS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


CoMMITTEE Room 429, 
House or CoMMons, 
Tuurspay, May 3, 1928. 


‘i. The Select Standing Committee on Railways and Shipping met at 11 o’clock 
4 M., the Chairman, Mr. W. T. Goodison, presiding. 


i The CHAIRMAN: Gentlemen, we have a quorum. At our last meeting there 

7" was some complaint made that the members of the Committee could not follow 
a the figures as they were explained, and at that time it was stated that those full 
figures would be printed in the report. This was done. Are there any ques- 
tions which any member wishes to ask if so, we will be glad to have them now 
before we start consideration of our final report. If not, we will gle up the 
final report at this time. 


Mr. Power: General Fiset and Mr. Harris brought that up and I think 
they are absent to-day. 

_ The CHatrman: We have prepared the report, and a copy has been handed 
to each member of the Committee. If it is the wish of the Committee I will 
read the report now. This is the fourth and final report of the Select Standing 
Committee ¢ on Railways and Shipping: 


FourtH AND Frnau Report 


/- The Select Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government begs leave to present the 
following as its Fourth and Final Report. 

Your Committee to which was referred for consideration and for 
report to the House the Estimates of the Canadian National Railways 
and the Canadian Government, Merchant Marine, Limited, held seven 
meetings, in the course of which it examined sundry witnesses, includ- 
ing: | 
Sir Henry Thornton, K.B.E., Chairman of the Board and President, 

CNA. 
Major Graham A. Bell, C.M.G., Deputy Minister of Railways and 
i Canals. 
Gerard Ruel, K.C., Vice-president of Legal Affairs, C.N.R. 
Sih Hungerford, Vice- president, Operation and Construction Depart- 


: ments, C.N.R. 
‘ ie, C: Vaughan, Vice-president, Purchases and Stores Departments, 
C.N.R. 
A. T. Weldon, Vice-president, Traffic and Express Departments, 
C.N.R. 


W. D. Robb, Vice-president, Insurance, Colonization & Telegraph 
Departments, NG: 
_R. A.C. Henry, Director, Bureau of Economics, C.N.R. 
_ T. H. Cooper, General Auditor, CN. : 
C. B. Brown, Chief Engineer, Operation Department, C.N.R. 
fA M. S. Blaiklock, Asst. Chief Engineer, Operation Department, 
Beh as C.N:R. 
mode be Doherty, Traffic Manager, Canadian Government Merchant 
Marine, Limited. 


‘ 
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Canapian NationaL Ratuways 


Your Committee has had under consideration item 408 of the Esti 
mates, which provides for loans or guarantees of $39,000,000 to the Ca 
adian National Railway Company for the year ending December 31 
1928, which is the first full calendar year for which the estimates of t 
railway company have been placed upon the basis of the calendar year, 
instead of the Government fiscal year, which was previously the case 
The estimates considered by the Committee and presented to the House a 
year ago covered the nine months’ period ending December 31st, 1927. 

Your Committee has, in the course of its deliberations, examined in — 
considerable detail the operating statements and the capital expendi- 
tures of the company for the year ending December 31st, 1927, and 
desires to point out that the statements presented this year are in a 
modified form in that the accounts of the Central Vermont Railway, now 
in receivership. have been excluded for the entire year, and the accounts 
of the Eastern Lines, under the Provisions of the Maritime Freight Rates — 
Act passed last session, have been shown separately from those of the 
balance of the Canadian National System, for the six months ending 
December 31st, 1927. 

Your Committee notes that the operating results for the year 1927 
were not quite as favourable as those for the previous year. The 
evidence adduced from the officers of the railway disclosed the fact that 
the chief reasons for the less favourable showing were a reduction in 
freight rates and an increase in expense due to an increase in wages and 
because of somewhat larger expenditures in maintenance of way and 
structures to improve the physical condition of the property. When these 
factors are taken into account, your Committee is of the opinion that — 
the results of the operations have been very satisfactory indeed. 


Mr. Jevuirr: Mr. Chairman, right there: would it not be well to point out, 
unless it appears later in the report, that the lateness of the crop conditions in 
the west affected more unfavourably than this would show the railways for the 
year. Of course that will be reflected in this year’s business, but is that not one — 
factor in the less favourable showing? 


‘® Sir Henry THornton: There is no doubt at all but what the late movement. 
of the crop, a portion of which was not moved last year, has had that effect. It 
was mentioned in the annual report of the company. The statement was made: — 


The increase in freight rates was not in proportion to the increase in — 
operating expenses, partly on account of the reduced freight rates and — 
partly on account of the early harvest in 1926 and the late harvest in 
1927. 


Mr. Jevuirr: I would not care to interfere with the report ag it is. 
The Cuairman: It is in the printed report. 
Mr. Durr: It is better there to be general than to be specific. 


The CHatRMAN (Reading): 


Your Committee has examined in detail the capital expenditures — 
made during the year which totalled a very considerable sum, and are 
satisfied that the railway properties have received a benefit in keeping & 
with the capital outlay made. ie J 

Your Committee is satisfied from the evidence given that the accounts 
as presented are in accordance with recognized practice in railroad account- — 
ing, and reflect accurately the revenues received and the expenditures 


made during the year, as well as the additions to the Capital account. 


# 
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Mr. Harris: In reading the clause on the top of page 3—is it necessary to 
that in? What does the Committee know about railway accounting? 
_ The Cuamrman: From the evidence of those who are familiar with it. 
_ Mr. Harris: We do not know anything about it. 
_» Mr. McLean (Melfort): We think we do. 
_ Mr. Harris: I am speaking for myself. Perhaps the rest know more about it. © 
The CHamrman: We have to base our ideas upon the evidence of those who 
are familiar with it. That question was asked particularly and it was stated 
hat this was in accordance with the recognized practice of railroading throughout 
P the United States and Canada. 

K Mr. Harris: We did not put that statement in last year’s report. Why 
~ should we put it in this? 
Hon. Mr. Dunnrve: In view of the fact that the record of the proceedings 
of the Committee will indicate that considerable evidence was adduced with 
respect to the accounting system. That was one of the matters which was dis- 
_ cussed and inquired into possibly more extensively than any other phase of 
_ the company’s business,/and is there not an implication, that if we are not satisfied 
_ that recognized accounting methods are followed, we would say so, and it seems 
to me that the implication is that if we are satisfied we should say something of 
4 a a positive character. 

a Mr. Power: You can say that the evidence goes to show that the accounts 
as presented are in accordance with recognized practice. You need not say you 
are satisfied. . 
Hon. Mr. Dunning: Some members of the Committee are satisfied. 


Mr. McLean (Melfort): If we are not satisfied with the accounting we 
should order an outside investigation immediately into the matter. 


The Cuairman: If we are not satisfied with the manner of accounting we 
are in duty bound to present it in this report. 


Mr. McLean (Melfort): We must either be satisfied or take some other 
method of finding out. | 


Mr. Cantiey: Why not say “It would appear from the evidence given”? 
Mr. Harris: We could say “It is a recognized practice in railroad accounting.” 


Mr. Power: Your objection is that you are not satisfied from the evidence 
_ that the accounts as presented here are in accordance with recognized practice? 


_ Mr. Harris: I am not in a position to pass judgment on the recognized 
_ practice of railroad accounting. 


_ Sir Henry Tuornton: In this and in similar investigations which are 
made by individuals who may not be experts in the technique of any particular 
thing, they call as witnesses individuals who are believed to have some com- 
_ plete knowledge of whatever is being dealt with and in whom they have confi- 
dence. They question them and then form their own conclusions based 
on the evidence of those experts. That is the situation which con- 
fronts this Committee. It has called certain witnesses in whom the Committee 
is believed to have confidence both with respect to their ability and honesty, 
and after having heard their evidence they then apply their own judgment and 
ome to the conclusion that the situation is as stated in that paragraph. That 
is the common practice in all investigating bodies. 


Mr. Harris: Why was this put in this year and not in other years? 


Mr. Power: Because we went further into the evidence with regard to the 
Ee ciuntine system this year than we did in other years. We studied the question 
of accounting and I think whoever wrote that report was justified in saying that 
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we were Satisfied with it, because we did not want on further evidence on 
We should not simply have a copper-plate report or a printed form to fill in; w 
should vary it from year to year. It shows we have some initiative, if nothin 
else. : 
Hon. Mr. Dunnine: One of the most important matters before this Com- 
mittee is the manner in which the accounts are presented, because if they are 
not presented in accordance with the recognized system of accounting, our wo 
from year to year would be made ten times more difficult. I frankly confes 
that it is to me, as Minister, a matter of some importance that recognized railway 
accounting principles should be followed. I regard that as a vital matter for 
this Committee, and if there is any doubt at all now after the inquiry which has | 
been made, that there is or has been any departure from recognized railway 
accounting principles I think this question is important enough to keep the ~ 
Committee here for a week to get to the bottom of it. To me it is a matter o 
supreme importance. We cannot appreciate what our property is doing unless — 
we feel sure that the foundation for the structure of our accounting is sound, and 
if there is any doubt about it we should go fully into the matter, call further — 
evidence and do everything possible to assure ourselves that the practice followed — 
is sound because from that accounting we get the information upon which to base — 
our judgment, and if that information is wrong, our whole work is wrong. I~ 
would like to encourage a thorough examination up to the point where the 
Committee says that it is satisfied with the system as it is, or that it is not 
satisfied and that certain changes should be made. As I see it, it is a matter of 
the most vital importance. 
Mr. CantiEy: I am almost in complete accord with what the Minister has © 
said, but I would like to point out that most of the members of the Committee | 
are not possessed of sufficient knowledge to make an authoritative statement as — 
to whether the accounting system is correct or not. ; 
Hon. Mr. Dunnine: That is not the point— ‘ae 
Mr. Cantey: That is part of the point. I was going to make the suggestion — 
—I do not know whether it will meet with the approval of the Committee or of — 
the Minister—that we turn back to the preceding page and continue that so as 
to read: ‘“Your Committee has examined in detail the capital expenditures made — 
during the year, which totalled a very considerable sum, and they are satisfied 
that the railway properties have received a benefit in keeping with the capital 
outlay made,” and then follow on with the words “And'from the evidence given 
it would appear that the accounts as presented are in accordance with the 
recognized practice of accounting and reflect accurately”—and so on. It is not 
as specific as the statement which is made, which members might use with a © 
certain amount of hesitation. oa ae 


Hon. Mr. Dunnine: I think we are in a measure talking of different matters, 
Colonel Cantley. I am dealing with the words “the recognized practice in ~ 
railway accounting.” We do not require to be expert accountants ourselves in 
order to be able to determine from the evidence whether the practice followed 
is In accordance with recognized railway accounting or not. We can hear the 
witnesses as to what the standards of accounting are in the Interstate Commerce 
Commission, which we did; we took evidence on that pomt. We are capable 
from hearing the evidence given by the expert accountants of knowing whether 
the system is in accordance with recognized practice in railway accounting. 


Mr. Power: That is all we have here. : Fe 


Mr. Cantiey: No. This says: “Your Committee has examined in detail the laa 
capital expenditures made during the year, which totalled a very considerable _ 
sum, and are satisfied that the railway properties have received a benefit in — 


keeping with the capital outlay made”. a 
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‘Mr. Pownr: That is another phase of it. 

Hon. Mr. Dunnine: With regard to the other phase I think Colonel Cant- 
y isright. That is a matter for the auditors, and we have adopted the auditors’ 
report. But with regard to the first, it is a matter of great importance in regard 
(0) the (practice in railway accounting as to whether or not what we are follow- 
is recognized practice or not. With regard to the accounts themselves, we 
nnot determine that for ourselves; we can only rely on the internal audit, and 
he audit by the independent firm of chartered accountants, 

Mr. CantueEy: I am satisfied with the method of accounting, but turning 
back to page 2, the last line, you say “are satisfied that the railway properties 
have received a benefit in keeping with the capital outlay made”. How can the 
ommittee make that assertion? That can only be made by an examination of 
this property from one end of the country to the other, and I do not think we 
‘should permit ourselves to make a statement of that kind which is so very sweep- 
ing and so very broad. 
Mr. McLean (Melfort): If the Committee is not satisfied that the Railway 
properties are benefited in accordance with the capital outlay, they must say 
one thing or the other, and they should go farther and investigate now. 

Mr. Cantiey: I was raising a point upon which there may be some diffi- 
culty. 
we Mr. McLran (Melfort): We are asking for a further sum of money to be 
‘spent in the same manner, and if I am not satisfied that the physical condition 
of the property is better, I could not feel justified in voting for further moneys 
to be spent in the same way. As a matter of fact, from the evidence given, and 
my own observations, I think the money voted in the past has been spent to 
good advantage, so I feel free to ask that more be given in the same manner. 


Mr. Power: The only way in which we can be expected to satisfy our- 
selves on that point is by the evidence given. Evidence has been given with 
_ regard to the capital outlay. We have been told by experts of the road that the 
capital outlay is such that the road has received benefit to the measure of the 
amount expended. We cannot contradict that, even if we did make an inspection 
trip over the road. 
Hon. Mr. Dunnine: The point is that if we are at all doubtful as to the 
propriety of this we should examine upon any point upon which we are doubtful. 
Mr. Durr: We cannot open that up now; we have approved of it. 
Mr. Powrr: That is purely technical. I do not think that the Minister or 
Sir Henry Thornton want us to have any doubt about it. 
Sir Henry Tuornton: Certainly not. You might say this, if I may be 
allowed to make this observation, “We are satisfied from the evidence given that 
the railway properties have received—” and so on. 

“Hon. Mr. Dunntne: I have no objection to that. We can only satisfy our-- 
selves, as Colonel Cantley says, from the evidence given. 
Mr. Srewarr (Leeds): You use the werds at the top of page 3 “from the 
evidence given that the accounts as presented are in accordance with recognized 
_ practice in railroad accounting—” and so on. Why not in the other? 
Hon. Mr. Dunnina: I see no objection to that. 


Mr. Power: In other words, the evidence given before this Committee would 
show that the railway properties have received a benefit in keeping with the 
pital outlay. 

Hon. Mr. Dunnine: Insert after the word “satisfied” the words “from the 
ence given”. 

_ Mr. Cantey: That is the only thing upon which you can base your opinion. 


/ 
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The CHamman: That is, at the bottom of page 2, the last paragraph wo 
then read: : 
Your Committee has examined in detail the capital expenditures 

during the year, which totalled a very considerable sum, and are satisfied 
from the evidence given that the railway proporties have received a 
benefit in keeping with the capital outlay made. ae 

Hon. Mr. Dunnine: I think with regard to Colonel Cantley’s remark: 
regarding the paragraph at the top of page 3, this could be made to read, “fron 
the auditors’ report”. 

_ Mr. Harris: If you do that I am satisfied, because the very point in my 
mind is in the auditors’ report, by a reservation put in by the auditors on page 
13, and of necessity will have to put in for all time to come until such time as, 
“the investments in road and equipment appearing in the books of the Com 
panies as at the Ist January, 1923, were accepted by us’,—that is, until such 
time as the capital investment is put down on a business basis. That is the 
reservation of the auditors. If you put in a qualifying and covering statement 
here of the auditors, I am satisfied with the clause. I am certainly not going — 
to be in the position in regard to this Committee unless the auditors go into th 
same position. j 

Hon. Mr. Dunnina: On what page is that? 

Sir Henry Tuornton: On page 13. The auditors’ certificate: 

We have examined the books and records of the Companies com 
prising the Canadian National Railway System for the twelve months 
ended the 31st December, 1927. The investments in Road and Equip- 
ment appearing in the books of the Companies as at the Ist January, — 


1923, were accepted by us. 
We certify that, im our opinion, the above Consolidated Balance 


Sheet is properly drawn up so as to exhibit a true and correct view 0: 
the affairs of the System as at the 31st December, 1927, and we furthe 
certify that, in our opinion, the attached Income and Profit and Los 
Accounts for the year ended the 31st December, 1927, as correctl 
stated. F 


There is nothing else they can do or we can do. 

Mr. Harris: I appreciate that, but I think it would be rather absurd for > 
this Committee to put out a general statement as conveyed in this paragraph _ 
which might lead the public to believe that it is the whole proposition. 

Hon. Mr. Dunnine: It only relates to a year. 

Mr. Harris: “As well as additions to capital account.” 

Hon. Mr. Dunn1Nnc: It only relates to the year. 

Sir Henry THornton: During the year. 

Hon. Mr. Dunntnc: This auditors’ statement makes the qualification as_ 
at the 1st of January, 1923, which is when the properties were put together. 
It does not relate to the current year at all. : e 

Mr. Harris: ‘In that these assets are taken on the books on Jahuar 
1, 1923, at a certain figure, and that figure is embodied in this report, and this — 
Committee is passing the report.. : 

Hon. Mr. Dunnine: There would have to be a starting point at thi 
eonsolidation from a bookkeeping point of view. That was done apparentl 
as at the 1st of January, 1923, and everything which has occurred since tha 
time in the way of capital additions has come under the purview of thi 
Committee from year to year.’ We certainly do not want to say anythin: 
which endorses the position as created on the Ist of January, 1923. I ag 
with Mr. Harris there, that we cannot either prove or disprove— 
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1 Nea aed “That j is reflected in the eee temnerit: 


Pion Mr. Dunnine: But I do not take it that the language in the report 

that effect. 

ir Henry THornton: Suppose we say, “and the expenditures made 

ing the year as well as the additions of capital account for the same period”? 

t limits it entirely to the last twelve months. 

Hon. Mr. Dunnine: {am afraid that would not ae do, Sir Henry. 

: Sir Henry THornton: Or you could say this: “ and regents accurately 
le revenue, receipts and expenditures made as well as additions to capital 

scount during the year.” Move the phrase “ during the year” to the end of 

e paragraph, and that will qualify everything which precedes it. 

Hon. Mr. DunninG: Or put the words “during the year” again after 

words “ capital account”, al it will have the same effect. It will then 

* The Committee is satisfied from the eyidence given that the 

accounts as presented are in accordance with recognized practice in 

railroad accounting and reflect accurately the revenues received and the 

expenditures made during the year, as well as the additions to the capital 

account during the year. 

Mr. McLean (Melfort): Sir Henry Thornton’s phrase was, I think, 

better one- 

Mr. Cantiey: Put the words “during the year” at the end of the 

eeraph. ; 

_ Sir Henry THornton: That qualifies everything that precedes it, if 
emember my school-books. 

Mr. Harris: Before you go on with that, would this suggestion help: 

Your Committee is satisfied from the evidence given that the 

accounts as presented are in accordance with recognized~ practice in 

railroad accounting and reflect accurately the revenues received and 

the expenditures made during the year, as well as the additions to the 

capital account. © 

and then add the words “ for the year ”? 

Mr. Power: Leave out ‘during the year’’? 

Hen. Mr. Dunning: Your suggestion, Mr. Harris, would be that after the Tc 

word “ account’ we add the words “‘ for the year’? That would include the 

principles of accounting and everything during the year. After all, that is all - 

s Committee has to do. 

Mr. Cantiey: Would you include the words “ from the evidence given” or 

the auditors’ report’’? 

) Hon. Mr. Dunnine: It is all part of the evidence—part of the record. 

Mr. Harris: After the words ‘accordance with” insert the word ‘“a’”—‘“‘are 

accordance with a recognized practice—” and so forth. : . 

Mr. Jevurr: The account covers the total eae of 1927? 

Mr. Durr: Why not insert after the word ‘ i e first line the ee 

also” or the words “further satisfied”, because ay use aie word “satisfied” i 

1e preceding paragraph. Would that not read better? 


‘Hon. Mr. Dunnine: I do not think it makes any difference. Mr. Harts 
a made a suggestion which is quite debateable. 


Mr. Power: Why not say “the evidence shows there is a recognized prac- 
/ 


(a3 


’ 
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Hon. Mr. Dunnine: Inserting the words “a” implies that th 
than one. 

Mr. Harris: One of the officers of the company, Mr. Cooper, ee th 
there were several ways of treating the same point. 

Hon. Mr. Dunning: All within the same recognized practice. We 


examine Mr. Cooper again on that. | 
] . 


T. H. Coorerr recalled. 


Mr. Harats: I think Mr. Cooper will recall that. some railroads found i ‘it 
good practice to set up depreciation to take care of the exhaustion of different 
elements, while other railroads did not. Some of the class “A” roads did nd 
some did not. 

Mr. Coorrr: You are speaking of road property now? ; ; 

J 

By Mr. Harris: 

Q. Yes.—A. Speaking of ae in the United States, they all accrue: depre : 
ciation on equipment, but it is optional in so far as it concerns road propia 
fixed property. 

Q. We do not accrue any depreciation on our road?—A. No, we do not, 
with one exception which was explained to the Committee. 

Q. That makes it a little different in practice from ae of the class “a 
roads in the United States?—A. Yes. 


By Mr. McLean (Melfort): 


Q. What about the practice of the other roads in Canada?—A. The GC. P. 
does not accrue depreciation on equipment. I do not know what their practi 
is, but I know they do not accrue depreciation on Pchlide 


By Hon. Mr. Dunning: 


Q. They do not?—A. They do not. 
Q. And we do not?—A. And we do not. om 
. And all class “A” roads in the U.S. do?—A. They ail do, on equipment. — 
It is mandatory so far as the I.C.C. regulations are concerned to accrue depr 
ciation on equipment, but the regulations do not prescribe any rate, so that 
think the madatory provisions of. the regulations are somewhat voided. 
Q. They have very low rates?-—A. Some of the roads have. 


Mr. Harris: The Committee must realize it is almost impossible to shail 
rate when the investment in road and equipment is almost $2,000,000,000. I 
seems to me, as I review the evidence, there are two classes of railroad accounting, 

probably both good. 
: Hon. Mr. Dunning: My question related to the jnemcineee provision 
the I.C.C. Of course, back of it was the idea that the I.C.C. definitely recognize 
a statement of accounting i i connection with which there is apparently, accor 
ing to Mr. Cooper’s evidence, a mandatory provision with respect to depr 
ciation of equipment, but none with respect to depreciation rate paid. M 
Cooper’s further evidence is that although it is mandatory to provide d 
ciation on equipment there is no mandatory rate to the effect, and the man Ee 
datory provision is very largely vitiated by the freedom of the companie: 
charge as low a rate as they like. 


/ 


as 


- 


By Hon. Mr. Dunning: 


; Q. Have you any ideas of the rates charged by the U.S. class “A” companie 
which would give-us an idea of what is done in ene to Peels 
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; Mr. Harris: The rate on the C.N.R. is zero. 
Hon. Mr. Dunnine: Yes. 


_ The Wirvess: Some of the roads adopt a rate of 1} per cent and some 135 
per cent. They run all the way up to 6 per cent, which seems to be the highest 
rate. 14 per cent seems to be the lowest rate, so far as the list of roads which 
I have here is concerned. 


By Hon. Mr. Dunning: 


_ Q. Tell me, Mr. Cooper, what in your accounting practice ‘takes the place 
of that depreciation item?—A. On the Canadian National we have adopted the 
practice of writing out from the property account by a charge to opératmg 
expenses the ledger costs of all equipment retired from service. As equipment 
passes out of service, we retire the equipment from the property account by a 
charge to operating expenses, and we think that over a period of-time we get 
precisely the same results as if we were to adopt a depreciation account. 

' Q. In order to make that comparison, tell me now what do the American 
class “A” roads do with regard to retirement, that is, those which have a 
depreciation account? How do they deal with retirements?—A. They also write 
the equipment out of the property account and into operating expenses, but they 
charge it to reserve. The accrual depreciation more evenly expresses the 
‘retirement of equipment over a period of time. 
_/ Q. They charge the retirement against a depreciation account previously 
~ accumulated?—A. Accumulated by a charge to operating expenses so that over 
a period of years we must arrived at the same result. There is one further 
observation which I might make and that is that the Canadian authority, which 
is the Board of Railway Commissioners, did not adopt the Interstate Commerce 
Commission’s regulations in their entirety. For a period they objected to” 
accrual of depreciation. In fact, we had a case—the St. Clair Tunnel Company— 
which was one half in the States and one half in Canada and to comply with 
the regulations in the States we did accrue depreciation on equipment, and the 
Dominion Bureau of Statistics insisted that we cancel those depreciation charges, 
and there is to-day no regulation, so far as the Canadian regulations go, which 
compel us to adopt depreciation on equipment. 


By Mr. Jelliff: 


Q. Would not the result of that make our net earnings show less, which 
would be an advantage before the public?—A. You mean by the non-accrual of 
depreciation? : 

Q. Yes. If you take the item there of operating expenses, it makes your net 
earnings less which makes really a more sound showing, it seems to me, for the 
Canadian people.-—A. By taking care of equipment retirements as and when 
those retirements take place, you are dealing with actual facts. If you are 
dealing with accruals of depreciation ‘you are making estimates and guesses 
based on expectation of life, and quite a number of factors enter into that. Our 
~ eonclusion was that our method was sound, and that over a period of years would 
produce the correct results, so far as operating éxpenses are concerned. 


By Mr. McLean ( Melfort) : 


Q. Some of your road is in the United States and some in Canada. Do you 
follow the two practices—that of the Interstate Commerce Commission in 
the @hited States?—A. On the Canadian National lines in the United States 
we are compelled to adopt the same regulations. 


co) 
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Q. Do the other Canadian railroads, in connection with their C 
equipment, follow the same practice as you do?—A. I cannot say what they 
but I do say that they do accrue depreciation—speaking of the Canadian Pacifi 
in particular. f ' 


By Mr. Harris: ai 
Q. What is the $60,000,000 which the C.P.R. show in their annual report . 
as “‘Depreciation”?—A. In the Canadian Pacific Report they have an item of 
“Equipment and Replacement Reserve” amounting to $1,157,000. The Canadian 
National balance sheet shows accrued depreciation against equipment of $6,500,- 
000. In the case of the Canadian National that is only in respect to lines in 
the United States, so that we have six times as much equipment depreciation 
accrued on our American lines as the Canadian Pacific has on its entire system, — 
and I think I am safe in saying that the Canadian Pacific do not accrue deprecia- — 
tidn on equipment. te 

@. I understood you to make the statement in your previous examination 
that they wrote it off each year—aA. I did not testify at all as to what the — 
Canadian Pacific did. : 


Hon. Mr. Stevens: 


Q. I have just come in, and perhaps I should apologize for asking a question, 
but this touches a point we discussed previously, namely, the methods you follow _ 
in writing off the full amount when a piece of equipment is discarded, and the 
other method of writing off a percentage each year. I know nothing about the 
Canadian Pacific, but I am presuming we are discussing the National method _ 
which is followed in writing off the full amount when the equipment is dis- 
earded.—A. Yes. | ee 
Q. But does not write off anything in the interim. I raised that question 
—Sir Henry Thornton was not here—when we discussed that principle. In _ 
fact, I rather agree with the principle which you follow as being a sound one, 
given a proper starting point, if I may use that expression. So as to familiarize 
you, Sir Henry (Thornton),' with that point I will say that the question I 
raised was that in the history of the operations under your control the pro- 
cedure upon which apparently no definite information can be given, namely, 
that it was not known when you took it over whether a reasonable depreciation 
had been provided for or not, and you did not even know what method was 
followed, whether written off annually or by the process now adopted; conse- 
quently when you, took over there was a given amount of equipment and we 
have no method of finding out whether it was written in the books at a fair 
valuation or whether it had an enhanced valuation, or whether it was the — 
extreme reverse, more written off than was warranted— ; 
Sir Henry THornton: What happened was this— 


Hon. Mr. Stevens: Just let me complete this one point. —therefore, we 
are unable to say whether the process now followed is a just one. I am inclined | 
to agree that it is fair enough to write off the full amount when the piece is 
discarded, if when you start you know just where you are at, and have a fair 
‘valuation of the equipment in hand. a: 

Sir Henry THornton: Whatever may or may not have been done prior 
to January 1, 1923, what happens now is that when any particular part of ou 
equipment disappears from service, it is all written off, so we are. taking up 
whatever may have been the misdeeds of the past in our policy with respect 
to the present and the future. b i ** 

Before you came in Mr. Cooper pointed out that there were two schools ‘ 
of thought in connection with that and we decided, after a great many Wars 
discussion and argument, that the practice we-are following now, spread over 


\ 


period of years, is more accurate and reaches substantially the same result 
as setting up an annual charge to depreciation; that is, if you take it through 
a period of years, we are charging at a basis of exact figures rather than a 
_ Setting up of a percentage of depreciation which is based on the expectancy of 
life of equipment. Therefore, over a period of years we get precise results. 
The policy we are following is not only, we think, a sound policy but it 
is about the only policy which we can follow, having regard to the fact 
that we do not know what happened prior to 1923. 

is Hon. Mr. Stevens: That frankly brings us to one point about which 
I feel very much perturbed; that is in this clause which I understand is 
now before the Committee, it says: 

Your Committee is)satisfied from the evidence given that the accounts 
as presented are in accordance with recognized practice in railroad 
accounting and reflect accurately the revenues received and the expendi- 
tures made during the year, as well as the additions to the capital account. 


Now, I am not inclined to call that into question in so far as the method is 
concerned, but in those accounts you have one item which I mentioned the 
_ other day, one billion, nine hundred million and some odd dollars, “Road and 
Equipment”, which includes the very point we are now discussing, namely, 
the value of all your equipment and we have no way through your accounts of 
understanding whether that $1,900,000,000 is reflected in anything like the 
accurate or reasonable value of the actual assets. We cannot determine that. 
Therefore, how can we say that the accounts accurately reflect the situation? 


Sir Henry Tuornton: I think before you came in there was some modifi- 
_ eation made in that paragraph which perhaps may clear up the question in 
the minds of the Committee. This Committee is dealing with this year, and 
_ it was proposed to so change the paragraph as to indicate that the Committee 
were satisfied with respect to what happened this year. Perhaps if the Chair- 
_man would read it as proposed, it might meet your point. 


The CuarrMAN: That clause reads now: “Your Committee is also satisfied 
from the evidence given that the accounts for the year 1927 as presented are 
in accordance with recognized practice in railroad accounting, and reflect 
accurately the revenues received and the expenditures made during the year as 
--well as the additions to the capital account during that period.” 


Hoon. Mr. Stevens: Yes. The only thing is—I think it will be recognized 
by my language, that I am not reflecting on the present management, that is, 
on the management say of the last eight or ten years—we have no starting 
point in these accounts other than, of course, to go right back to the beginning 
Pitot i different systems. 
ae 
_ January 1, 1923. When I say, ‘“‘we” in that sentence, I mean you and I and 
all of us. "Now, whether they are right or whether they are wrong, whether 
_ they are right or wrong, we cannot correctly determine, and we accept that as 
_ it is, and then we proceed to see that year by year, so far as the operations of 
each year are concerned, that they are accurate, and in accordance with 
recognized accounting practice. Now, whatever mistakes may have been made 
prior to 1923 in regard to equipment, we catch that up year by year in charging 
_ off the value of each piece of equipment, as it disappears from service. We may 
be accepting an excessive burden, I do not know. 


~ Hon. Mr. Srevens: Except in this regard, Sir Henry; we will say there 
_were fifty years of operation preceding your advent to office. If during that 
\ fifty years there was a substantial quantity of equipment bought, used, and dis- 
carded, and not written off, it would stil! be carried in the account known as 


\ 


ir Henry THornton: We were obliged to accept the accounts as of . 


Ld 
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“Road and Equipment.” Its value would remain in there as an asset when 
has disappeared long ago. “ 


Hon. Mr. Dunnina: What can we do to remedy that? 
Sir Henry Tuornton: I do not know what we can do with that. 


Hon. Mr. Srevens: I think this is the crux of the whole matter, the corre 
representation of the picture. 


Hon. Mr. Dunnine: It comes back to the value of what the Gansdia 
people pay for what they got. 
Hon. Mr. Stevens: Just the,reverse. It comes back to what the cole 
got for what they paid. i 


Hon. Mr. Dunning: That means the same thing. 
Hon. Mr. Stevens: No, I think not. We are the buyers. 


Sir Henry THornton: I may say, Mr. Stevens, that since 1914, the Inter- 
state Commerce Commission in the United States has been trying to solve that — 
problem. That is twelve years ago, and they have not yet solved it. 

Hon. Mr. Srevens: Yes, I know that. They have taken some steps — 
though. They have made some revaluations and appraisals and so on. How- 
ever, I do not want to get myself into the position of seeming to reflect on the © 
management. What I am reflecting on is the accuracy of the picture to the 
people of Canada, which includes of course, Hee eee modern accounts as 
well as old accounts, 

Hon. Mr. Dunnine: There was only one way originally, whereby thati 
could have been done, and that was by taking over these properties |through! 
receivership instead of assuming the entire liability. 

Hon. Mr. Stevens: I agree with that, but that is an old story. 

Hon. Mr. Dunnina: I had some strong opinions on it at the time, but 
start now and try to bring about the same result as would have been secure 
through receivership originally, is awfully difficult. 

Hon. Mr. Stevens: I know, but if I may put it in this way; we are dealing 
here as shareholders of an enterprise. We are more or less a small body of | 
representative shareholders. We are giving out to the great body of share- — 
holders of this enterprise, a picture. 

Sir Henry THornton: You are a committee of shareholders. 


Hon. Mr. Srevens: And we are giving out a picture of this enterprise. If — 
We give our stamp of approval on this statement, we are saying to them, “this : 
statement which is published in the press, reflects ‘accurately the whole picture.” 
I will agree that by your amendments you are limiting it, but it will not hae 
that effect on the public. The effect on the public will be that that is an © 
accurate presentation. In that presentation is included the sum total of old — 
accounts for fifty years prior to the present management, and that I suhnae 
with all deference—I think Sir Henry will agree with me at once in all prob- 
ability,—is far in excess of its actual value. 
Mr. McLean (Melfort): I think, Mr. Chairman, that the public will holes 
it that we are presenting a picture of the road in 1927, the condition of the | 
accounts and property as compared with 1923, when we established these valua- 
tions, and as in 1926, when the accounts were in a certain condition. This is 
only a comparative picture as of these years. sy 
Hon. Mr. Stevens: We have never established any ges, Mr. ae 
that is the unfortunate part of it. 
Hon. Mr. Dunnine: Not a valuation, which could only have been coals 
lished through a receivership in the first place. There is one accurate way of 
determining the value of a property which is bankrupt, as these tid esse were; 
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that is, by going through a receivership, and ascertaining the value by 
petition in the purchase price from the receiver. Had that been done, 
ginally, we would of course have had the value as of that date, the value 
determined by what the people who were buving it thought it was worth; which 
, after all, the real index of value under those circumstances. The Chicago- 
lilwaukee, I think, is an excellent parallel to that situation, and it has been 
just recently cleared wp, and there was, as Mr. Stevens says, a very drastic 
riting down of values, but the writing down of values was accomplished, not 
by any arbitrary appraisal of different classes of equipment, but on: the basis of 
what some one was willing to pay for it, which is, after all, the great index in 

connection with a situation of that sort. I appreciate that all this discussion, 
Mr. Chairman, is leading—and properly leading—to the questicn of the present 
capitalization of the CNR.: and after all, % gets down to this, the Canadian 
people have spent this money; whether it remains charged to Canadian National 
account as it is to-day, or charged to the Minister of Finance, Dominion Account, 
js not of much importance to the Canadian people; they are out the money 
anyway. What is of importance is a correct picture of this utility, and on that— 
point, I think I can assure the Committee that both the Government and man- 
agement are working on the question of capitalization, and have been now for a 
very long time. I assure you, Mr. Stevens, it is a most complex thing, and 
frankly, we have almost abandoned the idea of getting at it on any basis of 
‘valuation. I think I-can say that, Sir Henry, that any basis of valuation, would 
ppear to be the wildest guess with respect to a very large part of this property. 
We are looking at it now, rather from the point of view of relations between, 
he Dominion and the company financially 
Hon. Mr. Srrvens: Why, Mr. Minister, should it be a question of the 
pecs guess. Frankly, I do not agree with you there. 
Hon. Mr. Dunnine: Have you looked at the comparative valuations of 
xisting class A roads, even including the Canadian Pacific? The comparison is 
so wide that I would think it justifies what I have said. 
Hon. Mr. Stevens: But you are talking about book valuations, which is not 
necessarily a correct estimate. 
Hon. Mr. Dunntnc: No, the accepted valuations of the Interstate Com- 
erce Commission of the particular roads, That is the difficulty. 

‘Hon. Mr. Stevens: You mean, under their re-valuation scheme of ten or 

t sfiecn years ago? 
Hon. Mr. Dunninec: Yes. 
- _ Hon. Mr. Stevens: What do they place it on? A replacement value basis, 
I think? 
' Hon. Mr. Dunnine: No. / 
’ Sir Henry TuHornton: Cost, and reproduction. There are three ways in 
which you can value a property: First, on the basis of what it cost; what it 
‘would cost to reproduce it, or on the basis of what it earns. And from those 
three points, you can argue for years, and still reach no conclusion which will 
satisfy every one. 
Mr. McLean (Melfort): Could you value it on the basis of what you think 
ome one would pay for it? 
Sir Henry THornton: That would be a pure speculation. 
~ Mr. Cantiey: Mr. Chairman, are we not only dealing with the account of 
e revenues received, and the amounts expended during the past year? 

The CHAIRMAN: Yes, that is right. 
_ Canriey: Then it appears to me that all this discussion is not in 
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Mr. Harris: That is what we started on when I raised the point. If 
get back there, we might get somewhere. ee 
Mr. Cantey: Am I right in the suggestion that the accounting is in 
accordance with the rule laid down by the Railway Commission? a 
Sir Henry THornton: Yes, that is right. o 
Mr. Cantiey: Then why do we not say so instead of saying-it is a recog- 
nized practice in railway accounting? \ i 
Sir Henry THornton: You may put it that way if you like. I did not 
draw the rejfort. 


Hon. Mr. Dunnina: Is it correct to say the Railway Commission laid down 
tules on accounting, Mr. Cooper? ; 


Mr. Coover: Yes. 


Hon. Mr. Dunnine: Then, your accounting is in accordance with the rules 
of the Railway Commission. 
Mr. Cantiey: Why not pass it on to that Commission, then? ; 
Mr. McLean, (Melfort): I would judge this: if you want it absolutely 
accurate in this statement, we would have to say that the accounting is in accord- 
ance or the accounts as presented are in accordance with the recognized practice | 
in the respective countries in which the properties are situated, We have sone 
system, under the Interstate Commerce Commission, of dealing with equipment, 
and another in Canada; both probably equally fair and useful, but slightly 
different. 4 a 


_ Hon. Mr. Dunntne: That brings you back exactly to the language that is in 
the report as covering the situation. 


Mr. McLean: Quite so. It might be changed as I have suggested. 
Sir Henry THornron: {You might say the “prescribed” instead of the 
_ “recognized” practice. Prescribed, means of course, prescribed by law. i 
Mr. Cantiry: Why not fall back on the highest authority we have, the — 
Railway Commission. oa 
Hon. Mr. Dunning: Because they do not govern us with respect to the 
United States. There, the Interstate Commerce Commission governs us. © 
Hon. Mr. Stevens: It does not cover your full accounting system. : 
Hon. Mr. Dunnine: We could use the word “prescribed” instead of | 
“recognized.” Then, there would be no question about it fulfilling the require-— 
ments of both countries. 
Mr. Cantiry: That is better. = 


Mr. Harris: We certainly ought to say what railway accounting we refer 
to. We should not use the bald statement “recognized railway accounting” when — 
this Committee knows it is not in accordance with the Interstate Commerce 


Commission, whose railways are a great deal more in magnitude than those 
under the Railway Commission. 


Sir Henry THornton: If you say “prescribed” that necessarily must mean 
the practice prescribed in each country, It cannot be anything else. 

Hon. Mr. Stevens: The only thing is that in Canada the portion of the | 
practice that is prescribed is limited in comparison with the whole. 


_ _ Sir Henry THornron: “Prescribed” still covers it. When it is prescribed, 
it is prescribed insofar as Canada is concerned, by our own laws and regulations. 
It is similarily prescribed in the United States. > 


Mr. McLean: If you want to go further, you might say “as prescribed by 
the governing authorities,” if more detail is wanted, which I think is not. 


Sir Henry Tuornton: As prescribed by law or regulation. 
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__ Mr. Stewarts (Leeds): I would like to ask Sir Henry if the method of 
riting off equipment has been followed since the road was taken over? 
Sir Henry Tuornton: Yes. - 


4 

Hon. Mr. Dunnine: That is not the date at which the roads were taken 
over. That is from the date of the Consolidation when Sir Henry took charge. 
_ What happened prior to that time, Mr. Cooper? 

Mr. Cooprr: Each company had its own method; the Grand Trunk one 
method, the Canadian Government Railways another. [| say, method, but gen- 
erally speaking, they did not have any method at all; they did not have a 
uniform method. 


Hon. Mr. Dunnine: The Canadian Northern had a different one still. 
or, Cooprr: I presume so. The Canadian Government Railways did not 
_ write anything off. The Grand Trunk had a practice of replacing a unit by 
_ another one. If they bought one thousand box-cars, to the extent that they had 
fe. to make good a certain number of units, that was an operating charge. Any 
additional amount was a capital charge; that was their practice. 

Hon. Mr. Dunnine: That would produce the condition Mr, Stevens speaks 
of. Did you get that Mr. Stevens? He speaks of the old Grand Trunk practice. 
a _ Hon. Mr. Stevens: You have the three systems, the Grand Trunk and so 
one. None of them was the same, and nobody knows apparently whether there 

was a fair depreciation or whether they wrote off anything at all. 

Hon. Mr. Dunnine: Mr. Cooper has described the system on the Grand 


Trunk. Will you repeat that, Mr. Cooper, with respect to your illustration of a 
_ thousand box cars? 


Mr. Cooper: They went by units. Their capital account was supposed to 
-Tepresent so many lccomotives and cars, and so on. Now, taking the actual 
count necessary to replace the units in service, it would be treated in this way: 
_ The replacement of those units was an operating charge; any additional purchase 
was a capital charge. That had the effect of charging to operating expenses 
_ the cost of substituting a modern unit for an equipment unit which was 
purchased away back in early times. 

4 Hon. Mr. Stevens: Which is a fair thing? If you discard one engine, and 
replace it with another one by the exigencies of the present demands, it should 
_ be charged to operations. - | ; 

_ Sir Henry Tuornton: Well, no. Strictly speaking, Mr. Stevens, if you 
replace a locomotive of a certain tractive power with a locomotive with twice 
that tractive power you ought to charge to capital the half of the expense, 
from an accounting point of view. You have the same thing in the renewal 
of rail. If you renew a fifty pound with a hundred pound rail, you charge to 

expense the cost of renewal in kind, and the additional cost to capital. 


© Hon. Mr. Dunnine: Have you any knowledge, Mr. Cooper, of how long 
_ prior to the amalgamation the Grand Trunk followed that practice? 


Mr. Coorrr: I should say for twenty years. 


Hon. Mr. Dunnine: That helps us in getting an approximate idea of the 
bearing of it; nothing finai, of course. It does not look as if the equipment 
_ was inflated very much when you got it, if they had been following that 
practice for twenty years on the Grand Trunk. 

Mr. Cooper: The Grand Trunk itself was a consolidation of any number 
of companies, and to go back beyond twenty years would be almost impossible. 
: ‘Hon. Mr. Dunnine: If you take twenty years in the life of equipment, 
there would not be much left prior to the twenty years, would there? 

Mr. Coorg: Yes. 
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Sir Hpnry THornton: Oh, yes, I should think so. ee neues 
The Acting Cuairman (Mr. Power): Is the Committee satisned? Then 
it is desired to alter the clause by inserting the word “ prescribed'”’ instead ; 
of “recognized” on the second line. % 
Mr. Harris: I think it might be well to go a little further than’ saying 
“ prescribed in the respective countries.” That would indicate that it was in 
accordance with the prescribed practice. ; 
Hon. Mr. Dunnine: I am quite satisfied with either “ recognized” or 
“prescribed”. I think it covers the point either way. 
The ActiInc CHairMAN: Is the Cormnmittee satisfied that the accounts as — 
presented are in accordance with the prescribed practice in railroad accounting? 
We will take it then that the word “ prescribed” is inserted instead of “ recog- 
nized ”. 
Hort. Mr. Srevens: There is only one other point in approving of thal 
clause, which, after all, I would look upon as perhaps one of the most important 
clauses in this whole report. It is this: You have segregated the Central. 
Vermont Railway and the evidence is, I think, clear on this, that we have 
invested in the Central Vermont Railway a very much larger sum than its 
value; and furthermore, we are spending what is it—$5,000,000, acting as 
receivers? 
Sir Henry THorNntToN: The receivers are spending that, not the Canadian 
National. We have not guaranteed that. 
Hon. Mr. Stevens: You are acting as receivers, are you not? 
Sir Hpnry THornton: No. The receivers are appointed by ttre court, and — 
they are the officers of the court. 
Hon. Mr. Stevens: It is a first charge: before all your charges, so you will. 
have to assume it, whether you like it or not, or lose your thirty millions. 
mean, that you have to assume that, Sir Henry? et 
ae Henry THorNTon: When it comes to the reorganization, that question _ 
will have to be considered. ine 
Hon. Mr. Srevens: It is a first charge. It will take precedence over all — 
other charges. aoe 
Sir Henry THornton: Oh, yes, the receivers’ certificates, of course, are 
prior charges. . 
Hon. Mr. Srevens: So you will have to-remove that before you can receive — 
your own. Whether you take possession of the road, or otherwise, you would — 
have to assume that cost. What I was coming at was this: No matter what 
method you use, the point is that that five million dollars is a replacement of 
what was the result of a disaster due to flood and normally should go i ie 
“ Operation ”’. ae 
Sir Hanry THorNTON: Yes. oe 
Hon. Mr. Stevens: Certainly it should go into operation, but, by taking 
the Central Vermont out of the picture entirely, by the process of putting it into 
liquidation, you are removing from the operation and expense accounts the 
replacement of that road? 


Sir Henry THorNton: May I ask that no report be made now with respect 
to the discussion of the Central Vermont? That is, no stenographis report. 


The ActTinc CHAIRMAN: Is the Committee aerecibie to that? 
Carried. 


Discussion followed. 


ne if ea 


The Actine CuatrmMan (Mr. Power) (To the shorthand reporter): (You 
continue now.) 


Co Hon. Mr. STEvENS: ‘Assuming that the Eastern lines lost money before the 
aritime rates came into force, a year before; then, the Maritime Freight Rates 
me into force making a code or tariff of rates of so much. That code is 
ssumed by the country, but you do not show in that, do you, the losses you have 
eviously made or the losses made independently of that code? Is it included 
in the main statement? 

Sir Henry THornton: Yes. 

Hon. Mr. Dunntne: In this statement? 

Hon. Mr. Stevens: No, in the main statement. 

Hon. Mr. Dunnine: No, it-is not there. 

De Hon. Mr. Srevens: It should be there. 

o. Hon., Mr. Duwnine! It is a payment from the former Government under 
he terms, to the railway. That portion is a payment from the Government to 
the railway. 

Hon. Mr. Stevens: I have not made myself clear. That portion which is 
not included in the 20 per cent reduction? 

Hon. Mr. Dunnine: Is a payment from the Crown to the railway. That 
was the principle adopted. < 

Hon. Mr. Stevens: It should be shown in this statement. 

Sir Henry THornToN: What Mr. Stevens means is that prior to the exist- 
nce of the so-called Eastern lines, the lines in that territory were operated at a 
loss. Now, under present conditions, he says that loss, plus the loss due to a 
reduction in freight rates, is all put in one sum, and is separated from the 
accounts of the National Railway as a whole. 


Hon. Mr. Srrvens: Exactly. 


Major Brett (Deputy Minister): That appears in the Departmental esti- 
‘mates, divided; showing the totals of the separate amounts. : 


Sir Henry TuHornTON: Without discussing whether that is correct or not, 
‘right or wrong, in preparing our reports we are simply following the legislation 
hich has been passed, and therefore, any argument with respect to that, is an 
rgument as between this Committee and Parliament, and not between the Com- 
mittee and the Railway. We are simply carrying out the law as it has been 
assed. 
| Hon. Mr. STEVENS: ‘As T understand the law, and I am speaking from 
memory, it said that you must set up a separate account. That was for the 
purpose of ascertaining what the amount to be paid under the Maritime Freight 
‘Rates Statute should be. I appreciate that, but that does not mean that. it 
should not be placed ‘in the composite statement. My opinion is that there 
should be shown in the main statement the total loss, and the contribution should 
be shown as an item of special revenue. Then the net amount would be reflected 


n the main statement. 

Sir Henry THornton: The policy we are following now and the reason it 
eis. being followed is in order to avoid very complicated and difficult accounting. 
Hon. Mr. Stevens: Frankly, Sir Henry, with all due deference, I cannot 
see the difficulty; not in the preparation of your statement. I can quite see the 
necessity of keeping your books of account separate, but in reflecting in your 
tatement you take into consideration the full result of all your books. 

Sir Henry THorNToN: We would have to estimate each year what the loss 
‘would have been had a reduction in freight rates not been made. 
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Hon. Mr. Dunning: I think I see Mr. Stevens’ point now, and I do n 
know why it should not be done if it would make it any better. Tt would mea 
that you would show as revenue, in your general statement, the amount received 
from the Government, under the provision of the Maritime Freight-Rates’ Act, , 
but the net result would be exactly the same as it is now. 


Hon. Mr. Stevens: No. 


Hon. Mr. Dunnine: There ould be no ay aaa because we come out 
of the Eastern lines absolutely clear. 


Hon. Mr. Stevens: But, Mr. Minister,—it may be my failure to make the 
thing elear,—but here is the point. You have two classes of losses, we will say, 
in the Maritime provinces. é 

Hon. Mr. Dunnine: If you are coming back to the justification under the 
law, yes. i he 

Hon Mr. Stevens: One is the normal loss, and the other is a statutory — 
loss. Parliament has voted money for the statutory loss. That would be one © 
off-setting the other. Parliament has provided for the off-setting of the statu- 
tory loss; one would cancel the other on your revenue and expenditure; but your 
normal loss is not included as it would in previous years have been included in 
your main statement. 


Hon. Mr. DunntnG: That is quite right. 
Hon. Mr. Stevens: And it should be included in there. 


Sir Henry Tuornton: It might clear things if I read the law. “For 
accounting purposes, but without affecting the management and operation of 
any of the Hastern lines, the revenue and expenses of the Hastern lines including 
the reductions herein authorized, which shall be borne by the Eastern lines shall 
be kept separately from all other accounts respecting the construction, operation 
and management of the Canadian. National Railways. In the event of am 
deficit occurring in any railway fiscal year in respect of the Eastern lines, th 
amount of such deficit shall be included in a separate item in the estinfates sub-_ 
mitted to Parliament, for or on behalf of the Canadian National Railways, at 
the first session of Parliament, following the close of each fiscal year.” \ 


Hon Mr. Stevens: I do not object to that at all. By all means, keep your 
accounts separate in accordance with that Statute; but after all, this set of | 
accounts which you have in this red book (indicating) is supposed. to reflect to 
the country the effect of the Canadian National Railway operations whether in-_ 
the United States or Canada, or wherever it is. My point then is that in this 
account should be included, separate of course, and kept in a specified item, not 
only thejstatutory loss, but the normal loss of ‘the Eastern lines. 


Hon. Mr. Dunnine: But you did not listen to that Statute, Mr. Stedenee 
Hon. Mr. Stevens: I did listen to it. oe 


Hon. Mr. Dunnine: No, that Statute authorizes the deficit on the Eastern 
lines to be treated in that way. 


Hon. Mr. Stevens: I know, in the estimates, in a separate item, and if you 
put it in your statement, as a separate item, you are absolutely complying with 
the law. You might say, for instance, that ‘the British Columbia Northern, the - 
Canadian Northern lines should be kept separately. I just mention that as a~ 
shot in the dark, and they should not be included in here. There is no difficulty, 4 
from an accounting standpoint, of including that in the statement. 


Hon. Mr. Dunntne: The only difference between us is that from my point 
of view, the accounting result would be the same. If the law is complied with, 
the contribution from the country would be included as revenue, the contribu 
tion being composed of two items in accordance with the law; one the item due > 
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he 20 per cent reduction on Eastern lines, and the other, the remaining por- 
of the deficit on the Eastern lines. That is what the law says. 


Hon. Mr. Stevens: No, only that portion would be included as revenue 
hich was statutory. 


Hon. Mr. Dunnine: It is all statutory. 


Mr. Cantiey: Mr. Stevens wants a consolidated account, which he says 
is is not. Is not that it?. 

Hon. Mr. Dunnine: If that is what he wants, there is no difficulty in 
iding it: . \ 
The Actinc CHatrman: As I understand it, Mr. Stevens’ interpretation 
the Statute is not quite the same as the Minister’s. That is the difficulty 


prov 


Hon. Mr. Stevens: There is a difficulty in our interpretation. 
Sir Henry Tuornton: Shall I read the law again? (Reading). 


For accounting purposes, but without affecting the management and 
_ operation of any of the Eastern lines, the revenues and expenses of the 
Eastern lines including the reductions herein authorized, which shall be 
borne by the Eastern lines, shall be kept separately from all other 
accounts respecting the construction, operation and management of the 
Canadian National Railways. In the event of any deficit occurring in 
any railway fiscal year, in respect of the Eastern lines, the amount of 
such déficit shall be included in a separate item in the estimates submitted 
to Parliament for or on behalf of the Canadian National Railways, at the_ 
first session of Parliament following the close of each fiscal year. 


It provides for separate accounts, and that is separate. 
Hon. Mr. Stevens: That is so, and there is no objection to that. 
, Hon. Mr. Dunntne: That is the general deficit. 


form of keeping your accounts, and the form of making an annual statement to 
your shareholders. There is a vast difference between the two. The statement 
esented to the shareholders should reflect all the operations and the combined 
perations of your company or companies. It does not make a particle of dif- 
rence whether they are kept in one or forty sets of books. 

iy) Elon. Mr. Dunning: Agreed so far. 

__ Hon. Mr. Stevens: Now, my point is this: In presenting to Parliament, 
nd therefore to the country, two reports, one representing the Eastern lines, and 
le representing the system as a whole, you are giving to the country a fair and 
e picture of the whole story. 

_ Hon. Mr. Dunninc: You agree that, if the returns were put together, it 
ould be? i ; 

Hon. Mr. Stevens: Yes, I say that the result of yellow book, and the result 
of the Central Vermont ought to be included in the main statement presented to 
Committee. Those are my contentions in a nutshell. 3 
Mr. Cantiey: And call it a consolidated annual report? 

‘Hon. Mr. Stevens: Exactly. 
The Acting CHarrman: Leaving that aside, what would they do with 
t to the definite instruction in the Statute to keep them separate? 

Hon. Mr. Stevens: All that does is to tell them to keep their accounts 
parate, not to present it to Parliament separately. 


The Acting Cuarrman: I was of your opinion first, because I did not 


_-Hon. Mr. Stevens: No, you are mixing two things. You are mixing the 
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deficit due to the reduction in rates. It covers both. Then, it does not .make 
any difference. It does not-make the slightest difference then. ah ay 
Hon. Mr. Srevens: All that provision means is to keep your books and 
accounts separate so that you can arrive at a clear picture of the operation of the — 
railway under this question. Then, the Statute says any deficit that arises, 
whether statutory or normal shall be shown in these estimates in a separate item, — 
instead of being included in some other item as some of these are grouped. 
Hon. Mr. Dunninc: There is necessarily a difference. You would not for — 
a moment approve of a deficit being included in an item of this character because 
this represents borrowed money. The deficit on the Eastern lines is included in ~ 
the estimates of the Department of Railways and Canals, and is a payment from 
the Department to the railways. 
Hon. Mr. Stevens: That is all right. You have an estimate specifying to» 
Parliament what it is. But, it does not say it shall not be included in a com-— 
posite statement of the company. 
Hon. Mr. Dunnine: No, I have no objection to that. The only difference 
between us is as to what the result would be. I say the result would be exactly 
the same. The final summation in the red book would not be the same as in 
the yellow book. I am speaking of net income, of course. ' 
Mr. Cooper: It would undoubtedly change the operating accounts? 
Hon. Mr. Stevens: Certainly, it would. 
Hon. Mr. Dunnine: In what way? 
Mr. Cooper: The deficit of the Eastern lines including the statutory reduc- 
tion, would be included in the net operating revenue of the National system. 
Hon. Mr. Dunnina: Then the item from the Government would come in 
as income to off-set it. 
Mr. Coorrr: Yes, the part other than the statutory. The statutory you 
argue, should be a revenue? 
Hon. Mr. Stevens: Exactly 
Mr. Coorrr: But, the balance of the contribution would be an income 
credit, excluded as a credit, from operating. : 
Hon. Mr. Dunntne: But included as a credit to income. 


Mr. Cooper: Yes. ia 
Hon. Mr. Dunnrnc: That is an accounting mystery to me. All I know is © 
that the net result is that the Government pays for the whole deficit on the 
Eastern lines, as a contribution to the Canadian National. That is the principle 
of the law. oad 
The Acting Cuarrman: There is no way of getting it back. It is not a 
loss, it is a straight contribution. ; 
Hon. Mr. Stevens: I am not talking about getting it back, or paying fo 
it. That is done by the Government. But, it shows a different: picture, that is 
my point. A 
Mr. McLean (Melfort): Only in the event of there being a surplus on the 
Eastern lines, with the actual earnings, and the contribution of the Government, - 
and the 20 per cent reduction. Would it make any difference if included in 
the red book? If there should be a deficit in addition to the 20 per cent, the 
there is nothing to carry it forward to the red book. : 
Hon. Mr. Dunntne: Do you see any objection, Mr. Cooper, from an 
accounting point of view, in another year, to including the red book the sum- 
mation of results on the Eastern lines? ad ie 
The Acting CHamRMAN: You would include two items: Amount of normal 
deficit, so much; amount of deficit under the Statute, so much; and then an-— 
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a) ; ee 
ar item, amount received from the Dominion Government to recoup, so 
uch, 


Sir Henry THornton: Then what would happen is that you would find 
rtain individuals and certain interests that may be unfriendly, say; ‘“ Look 
-at the awful performance that the Canadian National has made.” They will 
include all the deficits of the Eastern lines, and charge that up to us. 


__ Hon. Mr. Stevens: As long as you gave your revenue account credit for 

the statutory amount, that you receive under the Statute, all you would reflect 
then in your operating statement would be your normal loss on the Eastern 
lines, which should be reflected there in any case. 


_ | Sir Henry TuHornton: But the Statute specifically reads to the contrary. 
I am not arguing whether it is wise or not, but the Statute specifically says all 
the deficits on the Eastern lines are to be kept separately, and brought in as a 
separate estimate. 


Hon. Mr. Srevans: That does not mean that it should be excluded from 
the statements of this company. Pee 


x Sir Henry THornton: It is not. Both books come before, the share- : 
holders. 


-.Hon. Mr. Dunnine: There is not a question of principle, but just one of | 
accounting. \ 


The Acting CHarrMan: What do you say about the meaning of this, “ kept 
separately from all other accounts respecting construction, operation or manage- 
ment of the Canadian National Railways?” 

Hon. Mr. Stevens: That refers to the accounting, and I agree with it to 
the letter. ; 


Sir Henry THornron: You cannot return them the amount. 

The Acting CHarRMAN: You are right in that. 

Hon. Mr. Stevens: It is there for accounting purposes. 

The Acting CuamrMan:) We have wandered for afield-from the Section. 


Hon. Mr. Dunnine: The important point here, and if we are wrong, I 
think the Canadian National officers will take the view of this Committee as to 
the manner of presenting the statement for another year; I am personally satis- 
fid that under the law, the presentation of the accounts to us could be in either 
of the forms suggested, but I do submit that the principle of the law, the Mari- 
time Freight Rates’ Act, was, that this Dominion recognized that the State, 
apart altogether from its general railway matters, had a definite obligation 
towards that part of Canada with respect to transportation; in fact, it has 
_ always been since the Government lines were turned over to the National for 
_ operation—it has always been a very grave question as to whether the National 
Railways were not entitled to receive each year by way of a separate vote, 
the amount of the deficit on the Government lines which were handed over 
Pet them to operate. After all, they are not a part of the Canadian National 
system as yet, although they may be. Now, that was not done until this year. 
Then the year after the Maritime Rates’ Act, we said we had a Dominioni 
National obligation towards this part of the country; we do not expect, the 
Canadian National to be burdened with deficits with respect to it, we will deal 
with that part of the system as a national charge, and we will pay it to the 
Canadian National so that the Canadian National as a railway organization, 
will not be burdened with something, which, because of the nature of construc- 
on, and all that attended it, and the obligations of Confederation, and so on, 
is not strictly speaking a railway matter, and should not be handled in the 
same manner as the rest of the system. Now, that was thoroughly gone into 
in Parliament last year, and we have adopted that principle, that we will have 
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the Canadian National operating this as part of the system, but to the ex 
that it loses money in doing so the State will contribute to the revenue of tk 
Canadian National to offset that loss. ‘ 

Hon. Mr. Stevens: That is for the statutory reason. 


Hon. Mr. Dunnine: No, for the whole thing. There was no question of 
that in the House last year ae 

Sir Eveene Fiser: I think I will go further, Mr. Chairman. Even if we 
accept Mr. Stevens’ suggestion, you will still be compelled to prepare a special 
report as far as the Eastern lines are concerned, in order to comply with the 
provisions of the law. oh 

Mr. Cantisy: Mr. Chairman, the exposition of the Act of last year as 
outlined by the Minister, I think, is quite correct, but I may say this: I did 
not recognize that at the time the Act was passed. I thought it only dealt with — 
the deficit that. would arise through the five per cent. ; 

The Acting CHatrMan: I thought so too. 

Hon. Mr. Dunnine: If you will refer to Hansard, ‘you will see that I 
specially stressed that as a principle. 

Mr. Cantiry: That may be. Now, allow me to go back to page\ 2 and 
the second paragraph. : ae 

Mr. Stewart (Leeds): My idea as to Mr. Stevens’ proposition is that 
_ when you come to present to Parliament a report you should include the who 
operation; a summary, as it were; an annex, an appendix, something that se 
out the whole situation with regard to the Eastern lines, so that we know the 
net result of the operation. | 

Sir Henry THornton: I should object seriously to that, because it creates 
an unfair operating result as far as the Canadian National is concerned 
Certain reductions in freight rates were made with respect to the Maritimes 
and a certain Statute was passed which prescribed how the account shall | 
kept. If we are obliged to include in our operating account the losses which 
are placed upon us through the operation of the Eastern lines, it makes a still 
worse picture; it does not accurately reflect the situation and will certainly 
very seriously affect the feelings that a great many of us have with resp 
to what we are trying to accomplish. I think it is unjust and unfair to th 
National Railway system. 

Hon. Mr. Stevens: Sir Henry, up until July last, you included in your 
statement, the full picture of the Eastern lines? a 
Sir Henry THornton: Yes. ; 
Hon. Mr. Stevens: From July last— 

Hon. Mr. Dunnine: Always under protest. ie 
Hon. Mr. Stevens: Mr. Minister, will you please permit me to complete 
my statement? Be 
Hon. Mr. DunNine: But always under protest. I should say that in 
fairness. : oe 
Hon. Mr. Srevens: Frankly, I cannot understand—I have made my — 
statemerit and I cannot understand the contention at all. I do not agree with 
this clause under these circumstances. I have tried to make myself clear, and — 
this is the first time I have had occasion to sharply differ from Sir Henry, but 
I do. I shall say no more. I have tried to make myself clear, and it is impos- 
sible. \ ee 
Sir Henry THorntTon: Please do not understand that I in any way rese 
any difference of opinion. We may have our differences of opinion, and they 
may be honest differences, but I want to assure Mr. Stevens that I have hear 
all that he has to say with the utmost courtesy, and everything of that sort 
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Hon. Mr. Srevens: I was referring to the Minister’s interjection. 

_ Hon. Mr. Dunntne: I am sorry if in any way I have offended Mr. Stevens. 
_ Hon. Mr. Stevens: You are not offending, but Good Heavens why cannot 
‘ou let a person put a question to the President of the Railway without cutting 
across it so that it is an unintelligible question when it gets on the record. 

Mr. McLean (Melfort): I do not think that is a fair statement at all. 


Hon. Mr. Dunninc: Then I apologize to Mr. Stevens abjectly, and I ask 
him to be kindly guided by his own advice. Now, I apologize abjectly, and will 
not say another word. 
The Acting Cuamrman: Mr. Stevens was about to discuss this matter with 
Sir Henry Thornton, and I will be very much obliged if he will continue, and 
I will see that he is not interrupted. 
Hon. Mr. Srevens: The question I was trying to ask Sir Henry Thornton 
as this: Previous to July, 1927, the Eastern Lines’ accounts, operating and 
such like, were reflected in a composite statement presented to Parliament. In 
July, 1927, the Maritime Freight Rates’ Act came into operation. From that 
date, separate accounts were kept? 
Sir Henry THornton: Right. 
Hon. Mr. Srevens: In the period previous to 1927, such deficits as occurred 
appeared in a composite view of the main statement. Now then, I ask this: 
From July, 1927, to the end of the year, the Maritime Freight Rates’ Act, the 
statutory rates applied, causing a certain reduction in rates, provided for by an 
equal amount to meet the loss in the way of a contribution from the Crown. 
_ Had you included in a composite statement the statutory loss, with. a corres- 
ponding item of statutory revenue, or a revenue equal to the statutory loss, and 
he normal loss, your present statement would have shown an added loss to what 
t does at the present time. That is true, is it not? 
Sir Henry THornton: Undoubtedly. 
; Hon. Mr. Srevens: Therefore, my contention is that the present composite 
statement does not reflect the correct view of the operation of the Canadian 
ational Railways in the same manner as it did before July, 1927, and prior 
to the operation of the Maritime Freight Rates’ Statute? 
Sir Henry THornton: That is true, with respect to that point, but may I 
ust say this on the other side. In putting in our accounts as they have been 
presented this year, we are following the instructions of Parliament. I do not 
uestion whether.that is right or wrong, but I do say that in the presentation 
f our accounts we are proceeding as instructed by law. 
Hon. Mr. Stevens: I am making a statement now, Mr. Chairman, rather 
than putting a question. It is this: that the injunctions imposed upon you in 
the Statute apply to the accounting, and do not apply to the presentation of the 
annual statement. 
Sir Henry THornton: I do not know that I could discriminate between the 
two, Mr. Stevens. We must present the report in accordance with the instruc- 
tions we receive. We cannot present one kind of report and then another kind of 
accounts. ~This law has been read two or three times. I do not think I need 
ead it again. 
Mr. Cantiey: It is a question of interpretation of the law. 


Hon. Mr. Stevens: I think we can get closer if I say that I agree with 
u wholly that it imposes upon you a duty to keep the accounts separate, for 

Rie purpose of ascertaining what the statutory loss is. 

Sir Henry THornton: Then maybe I can make a shortcut that will get us 

straight. Would you feel satisfied if these two sets of figures in the red 

yellow books were included in the same binding? 
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Hon. Mr. Stevens: No, it would not make a bit of difference. That woul 
be only one plaything instead of two. If the figures appearing in the yellow 
binding, of the Eastern lines, are included in whatever form the accountant 
may desire in the total figures of the main statement before the final balance is” 
struck, that is what I ask, and what I contend should be done. i ae 

Sir Henry Tuornton: Well, I expect we could argue that indefinitely, — 
without coming to any conclusion. The whole thing turns upon whether you — 
say this Statute instructs with respect to the preparation of the accounts and 
does or does not instruct with respect to the presentation of the report. That 
is the only difference, as I see it, between us, is it not? i’ 

Hon. Mr. Stevens: No, I am sorry I cannot agree with you, Sir Henry. a 
I think that only refers to the keeping of accounts separate as far as account — 
books are concerned, for what purpose? To ascertain how much the Govern- 
ment of Canada is to pay in relation to the losses set up by the enactment of 
that Statute. That is, of the accounting injunction. | : 

Sir Henry THorNTON: Then, who do you think should determine how the ‘ 
report should be presented? M ; 

Hon. Mr. Stevens: I think the President, and Board of Directors of the 
Railway will determine that. It is then a question of whether we will accept it. 

Sir Henry THornton: Then that cuts it down to a definite point. The 
directors and myself concluded that that was the best way~to do it. If this — : 
Committee differs, that is for the Committee to say. ‘\ aa 


Hon. Mr. Stevens: Then we come to this: I, from my standpoint, could 
not agree to the clause now under consideration on page 3. That is the point — 
in my discussion. Ai ace 

Sir Evcene Fiser: Mr. Stevens, is not your object to ascertain if the rail- 
way is complying with the clause contained in the Statute? er: 

Hon. Mr. Stevens: No, I am concerned in whether the composite account 
Teflects the Railway returns of this whole system. Sy 


Sir Evcene Fiser: Therefore, you do not take into consideration that in 
the estimates submitted by the Minister to this Committee, he takes into 
account not only the deficit on account of freight rates as far as the Canadian — 
National is concerned, but also the other railways? ; 


Hon. Mr. Stevens: No. 


Sir Henry THornton: Mr. Stevens realy I think is quite right in saying — 
this, that we are relieving ourselves of a certain deficit with respect to the 
Eastern lines which, prior to the passage of the Maritime Freight Rates Act, — 
we bore. That is correct? 


Hon. Mr. Stevens: Quite. 


Sir Henry Tuornton: But I know of no reason why we should not accept — 
our good luck along with our bad luck: We always have to stand the bad luck, — 
and I do not see any reason, if Parliament passes an Act which relieves us of ; 
that deficit, why we should not accept that relief. 


Hon. Mr. Stevens: Sir Henry, what is to hinder the management of the 
road now, or in the future, from treating some other operation in the same way 
that you have treated the operations of the Eastern lines and the Central Ver- 
mont? After all, what is the object of this Committee, and what is the object 
of Parliament scrutinizing these accounts? One object only, or two objects, 
shall we say; one is to get an idea of how we are going along with our huge 
investment. Secondly, to bring pressure to bear upon the President, the directors 
and the management to get out of them the best that is in them. ha 


Sir Henry TuHornton: True. 


Be 
“4 


RAILWAYS AND SHIPPING 191 


_ Hon. Mr. Stevens: That I think, might be stated as to another: If we are 
to have by one method or the other, bad luck or bad territory deleted, and have 
presented to us\a view which after all goes out as the whole view, whether it is 
_ accurately so or not, to the people, deleting from it these other two elements, 
then the people are not going to get a correct idea of how their big investment 
is working out. Now, I wish to say at once, I am not saying this with the 
idea of reflecting on the management. After all, the management surely are 
going to be in a better position if they can keep the people posted on exactly the 
correct result of their operation. 


_ Sir Henry T'Hornton: One of the reasons why this was presented separ- 
ately—and I certainly thought, speaking personally, that it would present a 
more forceful picture if presented separately than if they were presented 
- together—is that the public would see exactly from this yellow report (indi- 
cating) what the Maritime Freight Rates’ Act is costing, and what the opera- 
tion of the Eastern ‘lines represents, and it would be a more eloquent expression 
of the situation, than if it were generally buried in the composite. 


i Hon. Mr. Stevens: I would not say generally buried in it by any means. 
I would put it in the main account, in a distinct form. My friend Mr. Cooper 
could put it in, I know. He knows exactly how it should be put in; kept 
separate in its details, but put in the main result, indicating where that loss is, 
and what that loss is, and including it in the main statement. I also have the 
same observation to make regarding the Central Vermont, because, although the 
Central Vermont is now in the hands of a receiver, I still believe that we, ad 
shareholders in this company, with $33,000,000 invested in the Central Vermont, 
are entitled to have shown in our returns just whether we have got a loss or 
a profit, or what our prospects are instead of deleting that as well. 


Sir Henry Tuornton: By the time the next report is made, the Central 
Vermont will be included as usual in the Annual Report of the Canadian National 
Railways, because by that time the receivership will almost certainly have been 
lifted. 

Mr. McLean: To my mind, the whole ‘trouble seems to be that Mr. Stevens - 
is not going far enough in his argument regarding the legislation passed last 
year. Parliament and the country said “we are not only willing to pay the 
deficit due to the 20 per cent reduction in the Maritime Rates, but also on 
account of. certain conditions in those lines and in the country, we are going, 
further, and we will recoup to the National Railways the total deficit from that 
line.” Now, as I understand Mr. Stevens’ argument, it could be met to some 
extent if the deficits were kept in two separate accounts in the yellow book. 
That is, the deficit due to the 20 per cent reduction, and the deficit due to con- 
ditions outside of that entirely. 

Sir Henry THorntTon: They are so kept now. 


Mr. McLean: That shows to the country the loss on the Eastern lines. 
Then there is nothing further to carry over to the red book because Parliament 
has distinctly said they are going to take that off the shoulders of the National 
Railways, and off the territory served by the Eastern lines, on account, not of 
some sentimental or charitable feeling towards that territory, but on account 
of conditions that have existed for a number of years, and have been protested: 
against for a number of years. If Parliament has taken that attitude, I do not 
think it is for us to question it in this Committee. It was not questioned last. 


| Hon. Mr. Stevens: It was not in existence last year. It all came into 
existence in July, 1927. 
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Mr. McLuan: No, the legislation was passed last year, and Parliament did 
not object at the time. In fact, Parliament passed it.. Consequently, there | 
is nothing to carry forward from the yellow book to the general account, because | 
Parliament has made it a distinct property, and paid for it in another! manner — 
absolutely. Until there comes a time when there is a surplus to carry forward, 
there is nothing to show. And, there is no reason why the other portions of the — 
line should be confused by carrying forward something that Parliament is dealing — 

_ with as a separate property. 


Sir Henry TuHornron: May I say this, Mr. Chairman. I think this 
discussion has been illuminating, and a good many points have been brought — 
out, which perhaps were not fully appreciated before. Certainly, as far as the 
railway is concerned, I am very grateful to Mr. Stevens for the points to which 
he has called attention. I think we can discuss this more or less indefinitely 
here, without reaching any very exact conclusion, but I think we can meet the 
situation by this statement: That so far as the railway is concerned, I will 
take into full consideration all that Mr. Stevens and other members of the 
Committee have said. I would like to think about this, and see if we cannot 
devise some way which will give to the people of Canada the complete exposition | 
which Mr. Stevens wants, without prejudicing the standing and the financial 
performance of the railway. But, it is a pretty difficult thing to decide right 
here what we should do. I would like first to think about it, and in consultation _ 
with him, and Mr. Harris, and yourself (meaning the Chairman) and others, © 
see if we cannot hit wpon some way of meeting what everybody wants. Cer- 
tainly, we have no desire to conceal anything. We want to get as fair a picture 
as we can. It is a hard thing to settle in a few minutes’ conversation, but I do 
feel that there is much merit in what has been said, and we want to meet the 
views of those who have so expressed themselves. 


Hon. Mr. Dunnine: Mr. Chairman, there is just a word or two I want 
to say with regard to this matter. As I have gathered the ‘feeling of the © 
Committee, in previous years, it has always been that we should, as far as — 
possible, put this property on a fair basis in relation to those who are working © 
the property for us. In order that ¢hey might have the incentive of having a 
fair load, and not an unfair load. It was because of that attitude on the part 
of the Committee in the comparatively small number of years that I have been 
associated with it, that in proposing the Maritime Rates legislation of last year, — 
the Government decided to take the whole load of Maritime Province deficits — 
off the shoulders of the railway operations. In effect, what we are doing is/ 
precisely what this Committee has been striving for in connection with other — 
matters, notably with respect to the size of the capital account of the road; we 
are trying to give to those who are operating it a fair chance, and nobody dreams 
that the operation of the Maritime lines can be put upon a profitable basis of 
operation, apart altogether from the quesion of the twenty per cent. Now, if 
Sir Henry for he management withdraws from the previous position of desiring 
to have the officers and employees given a fair chance—as you know, it was 
representations of that kind which were the basis of the Maritime Rates Act, 
the position of course; but you would be going back to the previous position 
which was, I think, properly complained about for several years prior to this 
at least in relation to the deficit portion of it, the Government might reconsider 
adjustment which we are now discussing. 


Sir Henry Tuornton: I would not think, Mr. Dunning, of changing the © 
character of the accounting, or anything of that sort, but I just had in my mind, 
whether on further and more mature reflection, it would not be possible to find 
some way of presenting these figures which would be satisfactory to every one, 
Ancluding of course, ourselves. : 
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_Hon. Mr. Dunnine: With respect to the payments by the Government as 
signed by the Maritime Freight Rates’ Act, they were designed to give the 
anadian National Railways a chance to make a fair showing, having regard 
o the conditions from one end of the country to the other, and taking into 
account the special conditions applicable to this section of the country. Now, 
naturally, as Minister, and speaking for the Minister of Finance, he would be 
quite relieved if this Committee desired that the special provision under the » 
Maritime Freight Rates’ Act, with respect to deficits on Eastern lines, were 
eliminated, and did not involve a direct charge on the revenue of the country 
every year, but I still think the principle of the Maritime Rates’ Act is sound, 
and I still think that it presents a more accurate picture of what the Maritime 
lines represent than could be presented to the shareholders throughout Canada in 
any other way. Each year, by virtue of that Statute, there is presented to Par- 
liament, separate estimates, two separate amounts for the Eastern lines, one . 
amount showing the deficit attributable to the 20 per cent reduction, the other 
amount showing the balance of the deficit on Eastern lines, both of which com- 

_ bined represent, under that law, a definite contribution by the Government, to the 
revenues of the Canadian National Railway, in order that that part of the 
system which has such a peculiar problem of its own may be viewed entirely 
separately from the balance of the system, and should not represent a handicap 
upon the natural aspirations of the men running the system to make a good 
showing on the basis of standard railway operation. 
Hon. Mr. Stevens: Well, all I have got to say is, I do not want the Minis- 
ter to leave the impression that what I am seeking to do is to embarrass the 
officers of the company, simply by asking this question. I am not going to argue 
the point any further, but I do resent that suggestion. 

Hon. Mr. Dunnine: Mr. Chairman, I made no such suggestion. I dealt 

with the subject on the basis of principle. 
Hon. Mr. Stevens:, It was the whole burden of your remarks, Mr. Minister. 


Hon. Mr. Dunnine: J wonder if Mr. Stevens would now apply his own 
rule, and let me finish without interruption. 

Hon. Mr. Stevens: Go ahead. 

Hon. Mr. Dunntne: The whole point that I make is that the purpose of 
this legislation originally, and the application we have of it before us to-day is 
to relieve the system as a whole of an unfair burden, a burden, which, from the 
- point of view of the Confederation Compact was a burden of Canada, and apart 
from railway operation by a company or a corporation, and we were there as I 
told Parliament last year, proposing to recognize the operation in that regard. 
I did not intend to reflect at all on Mr. Stevens’ motives. 

‘Hoon. Mr. Stevens: The point I am getting at in the record is this; I take 
it from the Minister’s remarks, that the suggestions I have made will be taken | 
as indicating a desire to hamper the authorities in carrying out— 

Hon. Mr. DunniNG: No, no. 

Hon. Mr. Srevens:—or giving them a fair chance—-to use his own language 
of making a success of the road. 

Sir Henry THornton: I did not interpret them in that way. 

Hon. Mr. Srevens: Long before the Minister came here, the National 
ailways had not one more anxious to see them succeed than I was and am, and 
here is not one from the President down but will agree with that statement. 
n the other hand I am not receding from the position I have taken, that the 
accounts as presented do not reflect accurately and fairly to the people of the 
country who are the owners of the road, the accurate situation. That is the posi- 
tion I take, and under these circumstances, I certainly will not agree with the 
clause which is before the Committee. 
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Sir Eugene Fiser: Mr. Chairman, even if the Canadian National 
ways comply with Mr. Stevens’ wishes and the Departmental point of view, and 
in view of the fact that the Railway Department has to provide in the Annual 
Estimates for what is necessary to comply with it, you will have then to give a 
separate statement of the operation of the Eastern section? I ask for informa- 
tion, and I think you will have to prepare both reports if that is decided upon. 


Sir Henry THornton: I thought we had to prepare two separate reports. 
However, that is another matter. But, let me hasten to say to Mr. Stevens that 
as far,as the Railway is concerned, certainly we have always regarded him as a 
friend of the property, and I have not the slightest feeling about anything that 
he has said this morning; not the slightest. I want to make that quite clear. e 


Mr. McLean: Mr. Stevens, in view of the very frank discussion we have 
had on adopting a report, at a session not including evidence, would you be in 
favour of deleting from the record the discussion of this clause? 


Hon. Mr. Stevens: Why? 


Mr. McLean: You seem to think that possibly reflections were intended 
during the discussion. 


Hon. Mr. Stevens: -I do not see why it should be deleted from the record. 


Mr. McLean: It does not include matters of evidence. Other committees, 
in discussing the adoption of a report, frankly, as we have done this morning, 
do not keep a record. I sat on a committee preparing a report, and we sat in 
camera, and kept no report. I do not see that there is much value in it. 

Hon. Mr. Stevens: I do not care what you do. 


Mr. McLean: Would you support me in the request that the discussion be 
deleted? : 


Hon. Mr. Stevens: No, I would not. That does not hinder you from ask- 
ing, though. 


Mr. McLean: J would not like to ask that unless I had your support. 
Mr. Cantey: In regard to the second paragraph on page 2, the word 
“ending ” at the end of the third line, and again at the beginning of the last line. 
I suggest that word should be “ ended”; past tense instead of future tense. 
Sir Henry THorNTon: That is right. 


Mr. Cantey: Take the word “modify,” two lines before that. Should — 
not that word be “ incomplete form” instead of “ modified form”? Would it 
not be more correct to say incomplete form than modified form? 

Mr. Henry: Last year, of course, the Central Vermont was included for 
the full year. It is just a question whether that was strictly proper or not, as we 
only own 67 per cent of the stock. 

Mr. Cantiry: But still the accounts are incomplete. 

Mr. Henry: It was shown separately last year. 

Mr. CantLEy: I may be wrong. 


Mr. Henry: And it is modified to the extent of not being shown this year — 
in the accounts, on account of the receivership. 

Mr. Cantiey: Take the next paragraph. ‘The evidence adduced from the — 
officers of the railway disclosed the fact that the chief reasons for the less 
favourable showing were a reduction in freight rates and_an increase in expense 
due to increase in wages and because of somewhat larger expenditures on main- 
tenance of way and structures.” I had the idea that the greatest element was 
the increase in wages, rather than the reduction in rates. Me 

Sir Henry THorNTON: There were really two major things, the increase 
in wages and delayed crop movement. “ 
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Mr. Cantiry: But the increase in wages was the larger element? 
Sir Henry THornton:. Yes. \ 
Mr. Cantiey: Then I would emphasize that by putting it first. 


Sir Henry THornton: I think that is a good suggestion. Just reverse 
ame order: 

The Cuamman: The next paragraph is, ‘Your Committee is gratified to 
observe the continued improvement in the earnings of the Company’s hotels— 


- Mr. Jevumr: Could we not act on that first clause on page 3? There is 
only a question of policy, as to the presentation of the general account. The 
other question that Mr. Stevens brought up was a question of policy. 


Sir Henry Tuornton: As a matter of fact, I think what Mr. Stevens was 
talking about related more to next year than to this year, because this year’s 
accounts are in and closed. They have been presented in a certain form and they 
cannot be changed. 


Mr. McLean (Melfort): And, further, they have to be dealt with accord- 
ing to the statute, which may be interpreted according to the opinion of the 
officers. 
a Hon. Mr. Dunninc: There is no question of the interpretation of the 
- statute at all. 
Sir Henry Tuornton: I do not think so. 
_ Mr. McLean (Melfort): The interpretation of the statute should certainly 
not come from this Committee. 
; Hon. Mr. Dunninc: I would suggest, if the Committee desires, to draw 
attention to the fact that there is a separate statement for the Eastern Lines. 
a Sir Henry THorNToN: You had a suggestion to make, Mr. Henry? 


Mr. Henry: (Reads): 

Your Committee is also satisfied, from the evidence given, that the 
accounts for the year 1927, which show the operations of the Eastern 
Lines separately for the last six months thereafter, as presented are in 
accordance with the prescribed practice of railway accounting, and reflect 
accurately the revenues and expenditures made during the year, as well as 
the additions to the capital account during that period. 

r Hon. Mr. Dunninc: Would that not come in better farther down than 
where you have it? After the word “and” in the third line put in, ‘‘and together 
with the separate statements respecting Eastern Lines reflect accurately.’ 

Mr. Henry: I think perhaps that would be better. 
Sir Eucene Fiset: Would it not be better to say, “ and taking into consid- 
eration”? .It seems to me that you are reflecting Mr. Stevens’ argument. 
Hon. Mr. Dunntnc: I am not concerned with reflecting his argument. I 
want to get at the facts in the report, whatever they are. 
Mr. McLean (Melfort); I think the Mimister’s words are the simplest 
-. and most concise. 
Hon. Mr. Dunnina: .Read it all. 
Mr. Henry (Reads): 

Your Committee is also satisfied, from the evidence given, that the 
accounts for the year 1927, as presented, are in accordance with the pre- 
seribed practice in railway accounting, and, together with the separate 
statement respecting the Eastern Lines, reflect accurately the revenues 
réceived and the expenditures made during the year, as well as additions 
to the capital during the year. 
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The Cuamman: (Reads). je ae 


of the Company of the indirect benefit resulting from the operation of 
the hotel system. ) ‘ ae 

Your Committee has already, in its Third Report, referred to its con- — 
sideration of Bill 204, “An Act respecting the Toronto Terminals Rail-— 
way Company.” d 

Your Committee notes that the requirements for the present year, 
exclusive of the Eastern Lines, amount to $39,000,000, as compared with 
the requirements asked for last year of $22,500,000 for the nine months 
ending December 31, 1927, including the Eastern Line. The chief 
reasons for the increase are the twelve months’ period as compared with 
the nine months’ of last year, increased interest, and a larger program 
of additions and betterments, which was examined by your’ Committee 
and found to be reasonable. 

From the evidence given, your Committee is of the opinion that the 
amount of $39,000,000 is necessary for the purposes of the Company 
during the year 1928, and should be passed by the House. 


That is all for the Canadian National Railways. The next the Canadian 
Government Merchant, Marine. (Reads) : : 

Your Committee has had under consideration Item 409 of the esti- 
mates which provides for a loan of $758,000 to the Canadian Government 
Merchant Marine Limited, and has, in the course of its deliberations, 
examined the operations for the year ending December 31, 1927. Your 
Committee notes that the results of the operations have not been quite 
as favourable as those for the previous year, due to a highly competitive 
situation, which resulted in a reduction of freight rates in certain 
directions, with a resultant reduction in the gross revenue of the Com- 
pany. j 

Your Committee notes that the amount asked for, viz: $758,000, is to 
be used to the extent o£ $750,000 for contemplated deficits and $8,000 for 
betterments, and is of the opinion that this amount is necessary and 

« Should ‘be granted by the House. 


Mr. Cantipy: There is just one point in connection with that, as I referred 
to earlier in the meetings of the Committee. I think it has been shown that 
vessels under 8,000 tons capacity cannot be operated profitably, and I feel that 
the Government should sell all those vessels under 8,000 tons. 

Sir Henry THoRNTON: If it meets the judgment of the Committee, I should 
' say that that suggestion might be left to our judgment to review the situation, 
and_see how soon we could get rid of those boats, or what we ought to do in 
connection with your suggestion. I think it would be unwise that that should 
appear as a mandate to the officers of the Company. No doubt there is much 
truth in what Colonel Cantley says, that you cannot operate a small vessel, | 
under present marine conditions profitably, but I think it would be a mistake 
to put the Merchant Marine officers under a mandate to do that immediately. 

Hon. Mr. Dunning: Would you undertake to review the whole situation? 

Sir Henry THornton: I do not know just how it would work out. 


Mr. Cantiey: I suppose we could change that and say that the Com- 
mittee further recommends the consideration by the ‘management? 


Mr. Jenkins: What tonnage are the boats operating from Montreal to. 
St. John, N.B.? : 


Mr. Henry: One steamer of 2,800 tons. 


Pure CA Aor Re Me 


ILWAYS AND SHIPPING » 197 


Mr. Cantiry: That is a special service and I think it is worth while. 
he other boats that are in the general trade cannot be operated profitably. 
have operated a fleet of 75,000 to 100,000 tons of shipping for twenty years, 
and I have had boats in all ports of the world. You had five of them laid 
up last winter at Halifax for various purposes, and they are eating their heads 
f.. Let us wipe that off and get clear of that obligation. Eight thousand and 
10,000 ton boats do perform a service for the trade of this country, and, to a 
certain extent, to the railway, but boats below 8,000 tons cannot and do not do 
any good to us at all. 


a Mr. McLean (Melfort): Would it be better to suggest that the manage- 

ment. take under consideration the policy of getting rid of the least profitable 
boats in the service, with a view to retaining only those that are able to compete 
in an up-to-date manner? 


__ Mr. Jenxins: If we operated the railways in the same way, we would cut 
_ Off the whole eastern lines. i 


Mr. Cantiny: You cannot do that, as you have a contract with the 
Maritime Provinces. | 


Mr. JENKINS: Our boats are feeding the railway system to a certain extent, 
and also developing trade, and I think it would be a great mistake to cut off 
some of those smaller boats. 


Sir Henry Tuornton: I think Colonel Cantley means that we should 
review the Canadian Government Merchant Marine and see if we cannot formu- 
late some policy to bring in greater efficiency. That may mean the scrapping of 
some of the smaller boats; it may mean building some\new boats, or it may mean 
one of several things, but we ought to review the Canadian Government Mer- 
chant Marine from the point of view of deciding what our policy would be with 
respect to the arale thing. 


_ -Mr. Jenxins: We surely have confidence that the management are doing 
that now? ! 


Mr. Cantiey: Iam content to let it go on the understanding that the man- 
agement will take up that question, and I hope they will deal with it before we | 
are cailed again next year. 


Hon. Mr. Dunnine: There is just the report on the third paragraph on page 
2. The only thing that is required is just the question of turning it tail first. 


The CuatrMAN: The substance is the same. 


Mr. McLean (Melfort): That has been recorded in the report of this 
meeting. 
Mr. Gantiny: There is just one point further with regard to the discussion 
that took place with the hon. member from Vancouver. I think there is 
something in his contention, and I think that members of the Board here are 
ikely to accede to his point. I fancy when you present your accounts next year 
ere will be a closer approximation. 
Sir Henry Tuornton: I still maintain that, in accordance with the read- 
ing of the statute as I understand it, the reports this year have been presented 
as they should be. I am the last person in the world to refuse to look at a sug- 
stion, and if there is any way in which, on more mature thought, we can pre- 
serve the character of our accounts, and present a true picture, I am perfectly 
illing to do anything, provided, of course, that we do not sacrifice anything. It 
~ is something that would be exceedingly difficult to settle in an argument here in 
this room this morning. You might talk for a couple of weeks on it and still not 
get-anywhere. Somebody has got to sit down and get their head thinking about 
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Mr. CantLey:, When you prepare your next report, I — wi 
to settle it, in the light of the discussion. — 

Sir Henry THornton: Rest assured that I am not giving away anyth 
and I do not intend to. 

Hon. Mr. Dunnine: In that regard, the whole question comes daw to 
this: does this Committee approve of the separate voting by Parliament of that 
portion of the Eastern Lines’ deficit which is not caused by the 20 per cent ra 
reduction? That is really what it comes-down to. If this Committee cared to 
make a recommendation that that portion of the deficit should not be voted, 
then the whole question settles itself: It is not, a question of accounting, it 1 isa e 
question of whether we are going to pay that to the railway or not. ~ 

Sir Henry Tuornton: I think Colonel Cantley has got the right end ot 
the stick. If you will leave it alone, we will get the thing straightened out some 
way. 


Mr. Jeviirr: Could these two reports be nae in the one cover, and then a 
sort of general recapitulation made? 


Sir Henry THorNTon: We have always felt that the defteit on the so- 
called Eastern Lines was a considerable burden on the company, whiche ought to 
be dealt with in some different way from what it has been in the past. 


Hon. Mr. Dunnine: You never did agree to accept the Hudson Bay line 
on the same basis? ic 


‘Sir Henry THornton: No, and I would not. I would fight to the death 
against accepting it. , : 

The Cuarrman: It is in order for somebody to move adoption of this 
report. ae 
Mr. Jenkins: I move the adoption. 
Mr. Cantigy: I second it. 


Motion agreed to. i 


/ 


Hon. Mr. Dunnine: I think we should adjourn to the call of ee Chair im 
case anything should arise that we cannot foresee now. 4 


Witnesses retired. 


The Committee adjourned. fo% 
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